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INTRODUCTION 

Several  agencies  that  aistribute  funas  for  community  sewer 
and/oi  water  projects  have  collectively  recotjnizeo  the  neea  to 
streamline  and  coorainate  the  application  procecures  for  these 
funas,  and  to  generally  improve  their  accessibility.   In 
response  to  this  neea,  the  firm  of  Boyer  and  Anderson  was 
contracted  to  prepare  an  evaluation  of  the  programs,  and  to 
ultimately  suggest  recommendations  for  improvements  of  funding 
processes. 

Representatives  from  involved  agencies  --  Farmers  Home 
Administration,  Department  of  Natural  Resources  and 
Conservation,  Department  of  Health  and  Environmental  Sciences, 
Departraent  of  Commerce,  and  the  Montana  Coal  Board  —  were 
involvea  individually  in  interviews,  as  well  as  through  a  review 
team  on  January  24,  1983. 

The  findings  of  this  report  are  the  interpretation  of  the 
Consultant  based  on  these  contacts,  ana  aaditional  interviews 
with  numerous  local  jurisaiction  representatives,  consulting 
engineers,  the  Public  Service  Commission  and  Montana  League  of 
Cities  and  Towns,   The  Montana  Association  of  Counties  was 
unavailable  tor  interview  during  the  conduct  of  this  report. 

The  report  logically  coalesced  into  three  sections.   The 
first  is  probably  the  only  one  in  neea  of  an  introauction.   At 
the  commencement  of  the  project,  there  was  no  common  format  for 
program  descriptions.   It  was  believed  tht  in  order  to  properly 
compare  program  components,  and  to  familiarize  programs  with 
each  other,  the  program  descriptions  were  necessary.   Please 
note  that  the  FmHA  program  description  is  already  in  need  of 
revision  pursuant  to  rules  published  January  12,  1983.   These 
are  included  in  the  Appendix. 


SECTION  I 
PROGRAM  DESCRIPTIONS 


AGENCY:  DEPARTMENT  OF  COMMERCE  -  Community  Development  Block 
Grant  Program  (CDBG) 

ELIGIBLE  APPLICANTS: 

"Communities  of  under  50,000  population  with  the  greatest 
community  development  needs,  with  particular  emphasis  on 
assisting  persons  of  low  and  moderate  income".   Limited  to 
counties  (who  may  also  apply  for  unincorporated  areas)  and 
incorporated  cities  and  towns.   Also  limited  to  one  application 
per/ jurisdiction/year. 

PROGRAM  GOALS: 

To  develop  viable  communities  by  providing  healthful  and 
safe  living  environments  and  decent  housing  and  economic 
opportunities,  principally  for  persons  of  low  and  moderate 
income.   This  is  accomplished  by  projects  in  public  facilities 
(also  housing  and  economic  development) . 

ELIGIBLE    PROTECTS: 

Public  Facilities 

a)  Acquisition,  construction,  reconstruction, 
rehabilitation,  or  installation  of  publically  owned  facilities 
and  improvements  including  sewer  and  water. 

b)  The  payment  of  the  non-federal  share  in  connection  with 
another  Federal  Grant  program  undertaken  as  part  of  a  CDBG 
project. 

c)  The  payment  of  special  assessments  levied  against 
properties  owned  or  occupied  by  low  and  moderate  income  persons 
for  the  capital  costs  of  eligible  public  facilities  and 
improvements  financed  from  local  revenue  sources. 

APPROVAL  PROCESS:    (CHAIN  OF  COMMAND) 

A  review  committee  evaluates  applications  and  makes 
recommendations  to  the  director  of  the  department.   Successful 
applicants  are  approved  by  the  director. 

TYPES  OF  FUNDING  AVAILABLE: 

Grants  -  there  are  currently  three  types: 

ceilina 
single  purpose  400,000 

single  year  comprehensive  750,000 

multi-year  comprehensive  500,000  per  year 

for  a  max.  of  3 
years 
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The  Grants  may  be  used  by  the  grantee  as  a  source  of  loans 
to  accomplish  project  funding. 

Funding  Limitations:   See  Grants  Above. 

Funding  Cycles:   Applications  are  (tenatively)  due  July 
It.   Awards  are  announced  by  the  middle  of  September  but  a  6-8 
week  delay  in  receiving  funds  may  occur. 

TECHNICAL  ASSISTANCE: 

Available  through  the  CDBG  staff  and  the  Montana  League  of 
Cities  and  Towns.   Workshops  regarding  applications  for  the 
Block  Grant  program  are  proposed  in  Spring  1983. 

APPLICATION  RANKING  PROCEDUPES  AND  CRITERIA:   for  Public 

Facilities  Projects  (summary)  Point  System  =  1000  pts. 

Project  Impact  =  9QQ  points 

a)  severity  and  immediacy  of  threat 

b)  benefit  to  low  and  moderate  income 

c)  community  efforts  (support,  involvement,  monetary 
commitment) 

d)  completeness  and  appropriateness  of  the  solution 

e)  ability  to  maintain 

Local  government  status  =  100  points 

a)  housing  inadequacy 

b)  employment  conditions 

c)  local  efforts 

d)  per  capita  income 

INFORMATIONAL  REQUIREMENTS 

The  community  must  complete  a  "community  needs  assessment" 
prior  to  submitting  a  CDBG  application.   A  summary  of  the  needs 
assessment  must  be  submitted  as  part  of  the  Grant  application. 
The  needs  assessment  is  an  involved  process  (including  two 
public  hearings)  that  attempts  to  insure  that  a  community  has 
really  assessed  all  community  development  projects,  not  just 
sewer  and  water  needs,  and  is  clear  as  to  its  capital 
improvement  priorities  and  has  solicited  adequate  public 
involvement. 

Block  grant  application,  including  justification  of  the 

project  through  the  needs  assessment  and  demonstrating  why 

CDBG  funds  are  necessary. 

Budget 

A  resolution  by  the  governing  body  authorizing  the  filing 

of  the  application 

Sign  an  assurance  of  compliance  with  statutory  requirements 
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Prepare  the  equivalent  of  a  preliminary  engineering  report 
including  estimates  of  activity  cost. 

Requires  demonstration  of  how  the  project  will: 

a)  benefit  low  and  moderate  income  people  or 

b)  prevent  slums  or 

c)  responds  to  health  threat 

d)  or  combination  of  above 

If  the  project  responds  to  an  iminent  health  threat,  then 
the  community  must  demonstrate  a  lack  of  local  funding  in  order 
to  use  CDBG  monies  on  public  facilities  projects. 

(is  also  statutory,  to  some  extent) 

Note:  CDBG  is  one  of  two  programs  without  a  preapplication 
(although  a  needs  assessment  is  preliminary)  and  without  an 
environmental  assessment  procedure  at  the  application  stage. 

STATUTORY  REOUIREMENTS : 

Must  comply  with  numerous  Federal  and  State  lav/s  (over  30 
Federal  laws  alone)  applying  to  environmental,  civil  rights, 
fair  housing,  labor,  financial,  administrative,  and  other  areas 
of  compliance. 

OTHER: 

CDBG  is  in  flux.   It  has  been  administered  by  the  State  for 
a  year  and  has  been  subject  to  close  scrutiny  internally  and 
externally.   Criticism  of  the  Grant  procedure  has  been  levelled 
particularly  in  two  areas:   1)  the  needs  assessment  process  and 
2)   the  project  ranking  procedure.   Staff  is  aware  of  the 
weaknesses  of  the  program  which  generally  center  around  scoring 
or  quantifying  subjective  criteria. 

Defacto  priority  is  given  to  communities  through  a  local 
government  status  score.   This  is  not  weighted  heavily  but  has 
still  been  critized.   Project  eligibility  and  also  the  actual 
types  of  capital  equipment  expenditures  that  can  be  made  need 
clarification. 

Public  outreach  has  been  extensive.   The  mailing  list  for 
CDBG  includes  approximately  1000  addressee,  each  of  whom  has 
received  program  information  and  updates.   A  training  workshop 
has  been  held  in  Helena,   The  Department  intends  to  hold 
regional  workshops  for  the  1983  program  in  April  to  make  the 
workshops  more  accessible  to  local  officials. 

The  Department  has  appointed  a  committee  of  local  officials 
to  advise  it  on  modif iciations  in  program  requirements  and 
procedures  for  the  1983  program.   Hearings  will  also  be 
conducted  statewide  in  March  to  allow  local  officials  to  comment 
on  the  committee's  recommendations. 
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AGENCY:       DHES,  WATER  QUALITY  BUREAU 

EPA  Construction  Grant  Program 

ELIGIBLE  APPLICATIONS: 

The  applicant  must  be  a  public  body  created  under  State  law 
and  must  have  the  legal  authority  for  the  disposal  of  sewage, 
industrial  wastes  or  other  wastes.   This  includes  authorized 
tribal  organizations  but  excludes  special  districts  which  do  net 
have  as  a  principal  responsibility/  the  treatment,  transport  or 
disposal  of  liquid  wastes. 

PROGRAM  GOALS: 

To  carry  out  the  intent  of  the  Federal  Water  Pollution 
Control  Act  of  1972  (P.L.  92-500),  which  is  to  preserve  the 
quality  of  our  Nation's  waters  through  cooperation  of  Local, 
State,  and  Federal  agencies  charged  with  that  responsibility. 
The  1972  law  specifically  directed  municipalities  to  provide 
"secondary  treatment"  of  wastewater  discharges  by  July  1,  1977. 

ELIGIBLE  PROEJCTS: 

(a)   Sewage  treatment  plants  -  new,  expanded,  upgraded;  must 
provide  at  least  secondary  treatment;  (b)  interceptor  sewers  - 
new  or  rehabilitated;  (c)  sewage  collection  systems  -  new, 
expanded  or  rehabilitated,  including  pumping  stations.   The 
community  must  have  existed  before  October  18,  1972;  (d) 
Combined  sewer  overflow  control  systems  reducing,  storing, 
treating,  separating  or  disposing  of  wastewaters  from  combined 
storm  and  sanitary  sewer  systems. 

The  project  must  have  as  its  principal  purpose  the 
treatment  of  domestic  wastes  from  an  entire  community  or 
region.   Therefore,  treatment  facilities  for  power  plants  are 
not  eligible. 

APPROVAL  PROCESS:   (CHAIN  OF  COMMAND) 

The  applicant  submits  a  written  request  to  be  considered 
for  funding  to  the  DHES.   A  priority  list  is  developed  each  year 
and  when  the  community  attains  a  position  high  enough  on  the 
list,  it  is  encouraged  to  submit  a  full  application.   If 
approved  by  DHES,  it  is  submitted  to  EPA  for  grant  award. 
DHES-WQB  has  been  delegated  substantial  responsibility  for  the 
day-to-day  project  management. 

TYPES  OF  FUNDING  AVAILABLE: 

Grants  -  Strictly  a  reimbursement  grant  program.   The 
community  must  begin  incurring  expenses  on  the  project  prior  to 
reimbursement  by  DHES.   Only  (Step  3)  construction  activities 
are  eligible  except  communities  under  25,000  people  can  be 
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awarded  (Step  2  &  3)  design  and  construction  phases  as  long  as 
the  funding  for  total  construction  (^ase  does  not  exceed 
8,000,000. 

Funding  Limitations:  Grants  have  a  75%  funding  limitation, 
25%  matching  requirement,  except  projects  that  utilize 
innovative  and  alternative  technologies.   These  can  be  funded  to 
85%  level.   There  is  no  restriction  on  the  source  of  matching 
funds.   No  one  community  can  receive  more  than  40%  of  the  annual 
allocation  without  Water  Quality  Bureau  approval.   Although  only 
15-25%  matching  funds  are  required,  eligibility  requirements 
edge  this  up  to  30-35%  for  most  communities. 

The  Federal  share  will  be  reduced  to  55%  eligible  project 
costs  after  September  30,  1984,  with  exceptions  for  segmented 
projects  or  projects  using  innovative  or  alternative  technology, 
where  the  project  funding  can  be  20%  more  but  not  exceed  85% 
funding. 

Funding  Cycles:   DHES  must  have  an  application  by  July  each 
year  and  must  submit  a  priority  list  by  September  1st  for 
approval  by  EPA  October  1st.   Each  year,  an  Appropriations  Bill 
must  be  passed  by  Congress  to  fund  the  program.   If  the  Bill  is 
slow  in  passage,  program  funding  can  be  delayed. 

TECHNICAL  ASSISTANCE: 

Technical  assistance  is  provided  extensively  by  Water 
Quality  Bureau. 

RANKING  PROCEDURES  AND  CRITERIA:  (summary)  (Unadopted  point 
system) 

Each  year,  DHES  prepares  a  priority  list.   This  state 
priority  system  must  use  the  following  criteria: 

1.  The  impairment  of  classified  water  uses  resulting 
from  existing  municipal  discharges 

2.  The  extent  of  ground  or  surface  water  use 
restoration  or  public  health  improvement  resulting  from 
the  reduction  in  pollution 

3.  Any  other  administrative,  management  or 
public-participation  procedures  deemed  necessary  by  the 
state. 

This  ranking  will  be  reviewed  on  a  quarterly  basis. 

INFORMATIONAL  REQUIREMENTS: 

To  apply  for  a  construction  grant,  the  applicant  must  have 
completed  Steps  1  and  2,  planning  and  design  phases,  and  then 
must  complete  a  request  for  funds  and: 
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1.  Form  5700-32  Application  for  federal  assistance  (19 
pages) 

2.  Form  5700-41-CoBt  of  price  summary  (5  pages) 

3.  Form  5700-4-Compliance  report 

4.  Form  57  00-1  Assurance  of  Compliance  form 

5.  Furnish  evidence  of  assurance  of  title  and  relevant 
documents 

6.  Describe  the  consideration  given  to  flood  hazards 

7.  Insure  that  historic  preservation  guidelaws  are  met 

8.  Schedule  public  hearings  on  the  project 

9.  Notify  the  National  Wildlife  Federation  of  plans  and 
projects  in  floodplains  or  wetlands 

10.  Read  the  Excerpt  of  CFR  Part  35  pertaining  to 
required  provisions  on  construction  contracts  and 
engineering  provisions 

11.  A  resolution  designating  an  authorized  signatory* 
adopted  by  the  governing  body 

12.  A-95  review 

STATUTORY  REQUIREMENTS: 

There  are  numerous  federal  laws  that  the  program  applicant 
and  the  DHES  must  comply  with,  aside  from  state  laws.   Some  of 
these  are: 

NEPA 

HE  PA 

Civil  Rights  Acts 

Flood  Disaster  Protection  Act 

Uniform  Relocation  Assistance  and  Real  Property  Acquisition 

Policies  Act 
Historic  Preservation  Review 
Montana  Water  Quality  Act 
Federal  Clean  Water  Act  and  amendments 

OTHER: 

The  WQB  must  hold  public  hearings  on  its  annual  priority 
list,  which  takes  into  account  public  comment  on  the  priority 
process.   This  ranking  procedure  is  subject  to  approval  and  can 
be  changed  as  long  as  it  is  in  accordance  with  statutory 
requirements.   However,  Federal  ranking  requirements  are 
minimal. 

The  program  has  piggybacked  with  FmHA  most  frequently.   It 
is  anticipated  that  many  of  the  state's  larger  sewer  projects 
will  be  complete  within  the  next  2-3  years  and  that  by  1986, 
funding  for  this  program  may  be  absorbed  by  CDBG. 

Complaints  about  the  program  are  generally  that  it  is  too 
slow  due  to  Step  1  requirements,  the  mandatory  development  of 
ordinances  and  rate  schedules,  and  the  application  procedure's 
many  technical  requirements.   A  clarification  of  the  A-95* 
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(federal  review)  process  would  be  useful.   Agnes  Zipperian 
(9-3004)  nov7  acts  as  cecliical  aid  on  that  process.   Further, 
there  is  a  limit  on  the  percent  of  profit  that  contractors  may 
enjoy  from  the  Federally-funded  construction  grant.   A 
discussion  of  procurement  on  Step  3  engineering  contracts  needs 
to  be  provided. 

A  guidebook  "How  to  Obtain  Federal  Grants",  May  1976  EPA  is 
useful  and  readible  but  needs  revision  for  new  laws,  and 
reprinting. 

In  short,  the  paperwork  is  tremendous,  and  streamlining  is 
accomplised  by  the  extensive  outreach  and  technical  assistance 
provided  by  Joe  Stenier  and  staff  of  WQB. 


*  The  A-95  procedure  is  being  modified  to  accomodate  local 
review  and  is  being  revised  by  the  State  to  be  administered  by 
the  State.   (by  April  1983). 
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AGENCY:   COAL  BOARD  -  Grant  and  Loan  Program 

ELIGIBLE  APPLICANTS: 

Local  government  units  such  as  improvement  districts, 
county  water  and  sewer  districts,  and  state  agencies  to  assist 
local  government  units  in  meeting  the  local  impact  of  coal 
development.   The  jurisdiction  must  be  one  that  is  impacted  by 
coal  development. 

PROGRAK  GOALS: 

To  enable  local  jurisdictions  to  adequately  provide  the 
expansion  of  governmental  services  and  facilities  which  are 
needed  as  a  direct  consequence  of  coal  development. 

ELIGIBLE  PROJECTS: 

1)  Construction,  reconstruction,  expansion,  planning  for, 
and  maintenance  of  a  water  and/or  sewer  system  that  serves  any 
new  or  preexisting  residential  development  impacted  by  coal 
development. 

2)  Counties  may  apply  for  the  expenses  of  rural 
improvement  districts. 

3)  Cities,  towns  and  consolidated  units  of  local 
government  may  apply  for  and  receive  grants  to  pay  for  expenses 
of  special  improvement  districts. 

APPROVAL  PROCESS:   (CHAIN  OF  COMMAND) 

The  process  includes  a  preapplication  and  a  full 
application. 

Once  a  full  application  is  received  it  is  reviewed  by  a 
committee  made  up  of  Department  of  Commerce  and  Coal  Board 
staff,  and  a  population  specialist.   It  then  goes  with  a 
recommendation  to  the  Program  Administrator.   Reviewed 
preapplications  are  then  reviewed  by  the  Coal  Board  with  a 
recommendation  for  either  denial,  or  preparation  of  a  full 
application  is  made.   Final  approval  is  then  made  by  the  Board. 

TYPES  OF  FUNDING  AVAILABLE: 

Grants  -  "May  fund  up  to  80%  of  the  cost  of  a  main  water 
and/or  eewer  transmission  lines,  storage  and  treatment 
faiclities,  and  other  portions  of  a  water  and/or  sewer  sytem 
which  the  Board  determines  to  be  essential  to  the  primary 
function  of  the  system." 

Loans  -  A  bill  has  been  introduced  that  would  authorize 
loans  from  the  same  source  (8.75%  of  coal  severance  tax 
collected) . 
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Funding  Limitations:   Grants  -  up  to  80%  of  the  cost  of  the 
system  (discretionary  up  to  100%) .   Funds  may  be  committed  for 
more  than  one  year  for  a  single  project  as  long  as  the  grant 
does  not  extend  more  than  10  years,  and  does  not  exceed 
reasonable  revenue  expectations.   No  state  agency  may  receive 
grants  exeeding  5%  of  the  money  allocated  to  the  Board. 

Funding  Cycles:   Essentially  continuous.   The  requests  must 
be  in  30  days  prior  to  a  Board  meeting  date.   The  Board  may 
approve  applications  at  any  of  its  6-8  meetings  per  year. 

TECHNICAL  ASSISTANCE:   Coal  Board  staff  and  Department  of 
Commerce  staff  provide  technical  assistance  to  applicants, 

APPLICATION  RANKING  PPOCEDURES  AND  CRITERIA:   (summary) 

The  Board  has  no  formal  ranking  procedure  for 
applications.   However,  it  must  designate  those  jurisdictions 
that  have  shown  evidence  of  a  10%  increase  in  growth  as  a  result 
of  coal  development  in  any  3  year  period  since  1972,  and  award 
50%  of  its  grants  to  designated  communities,  within  a  given 
year. 

The  Board  must  consider: 

Need  -  obvious  health  threat  as  a  result  of  coal 

development. 

Severity  of  Impact  -  nature  of  problem,  number  of  affected 

people  as  a  result  of  coal  developroent. 

Degree  of  Local  Effort  -  previous  efforts  to  secure  funds, 

including  bonding  and  millage 

Availability  of  funds  -  funds  available  vs.  amounts 

requested. 

INFORMATION  REQUIREMENTS: 

-  Preapplication 

-  Project  description 

-  Relationship  to  coal  development 

-  Other  soures  of  funding 

-  City  or  County  budgets 

-  Conformance  context  with  comp/plan 

-  Documentation  of  local  efforts  to  meet  the  impact 

-  Documentation  of  citizen  participation  in  formulation  of 

application 

-  Relationship  to  coal  development 

-  Priority  of  project  as  determined  by  governing  body 

-  Is  the  project  regulated  by  State  or  Federal  Law? 

-  Preliminary  engineering  report  (including  cost  estimate) 

STATUTORY  REQUIREMENTS  OR  OBLIGATIONS: 

Administrative  Rules  of  Montana  8.191.301-8.101.308,1981 
Appropriations  Act.  Section  19,  HB  500  (1981)  9RCM  1948 
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82A-108  History)  Government  Structures  and  Administration 
2-15-121-1,2,3 

Section  7-7-2203  H.C.A.  "An  Act  to  clarify  certain 
percentage  limits  on  Local  Government  indebtedness" 

OTHER: 

Seven  jurisdictions  are  now  designated  that  could  apply  for 
sewer  and  water  grants.   So  many  requests  are  coming  from 
nondesignated  areas,  that  the  designation  procedure  could  be 
changed.   Funding  will  continue  on  a  f irst-come-f irst-serve 
basis  until  there  are  more  projects  than  funding. 

A  brochure  is  available  at  the  Coal  Board  Office  to  explain 
the  program,  to  be  distributed  to  coal  impact  areas,  and  upon 
request. 

A  distinction  of  this  program  is  its  Board's  desire  to 
maintain  flexibility  and  minimize  procedures.   The  result  is 
that  the  program  is  not  as  thorough  as  others  but  can  respond  to 
funding  requests  and  crises  more  quickly. 

In  1981,  a  legislative  audit  was  performed  to  evaluate  the 
Coal  Board  Grant  program.   Almost  all  of  the  recommendations 
have  been  or  are  going  to  be  carried  out  by  the  Board.   The  main 
area  of  disperity  regards  prioritizing  or  ranking  applications. 
The  Board  wishes  to  retain  as  much  discretion  and  leeway  as 
possible.   Until  requests  for  funding  exceed  the  amount 
available,  ranking  qualified  applicants  appears  a  moot  issue. 
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AGENCY:  DEPARTMENT  OF  NATURAL  RESOURCES  AND  CONSERVATION  -  DNRC 
(Water  Development  Program) 

ELIGIBLE  APPLICANTS: 

Public  entitieSf  including  any  departmentf  agency,  board, 
commission  or  other  division  of  State  government  or  a  City, 
County  or  other  political  subdivision  of  local  government  body 
of  the  state;  or  any  private  entity. 

PROGRAM  GOALS; 

"To  allow  the  citizens  of  Montana  to  achieve  full  use  of 
their  water  resources  by  providing  financial  assistance  for 
water-related  projects  and  activities." 

ELIGIBLE  PROJECTS:  (Examples) 

Sewer  and  Water  systems  planning  and  construction 

Off-stream  and  tributary  storage 

Canal  lining 

Rehabilitation  of  existing  projects 

Rural  water  supply  development 

Streambank  (riparian  protection) 

Irrigation  development 

The  project  must  also: 

-  be  located  in  Montana 

-  be  economically  feasible 

-  be  an  efficient  use  of  natural  resources 

-  be  multipurpose  as  far  as  practical 

-  comply  with  statutory  and  regulatory  standards 
•     -  provide  associated  net  public  benefits 

-  advance  the  purpose  of  the  WDP 

APPROVAL  PROCESS:   (CHAIN  OF  COMMAND) 

All  applications  are  reviewed  and  ranked  by  the  Water 
Development  Bureau  of  DNRC.   The  Department  has  an  Advisory 
Committee  to  review  and  rank  projects  prior  to  submittal  to  the 
legislature.   Recommendations  for  project  proposed  by  private 
entities  are  then  submitted  to  the  DNRC  director  for  approval. 
Proposals  for  public  entities  are  submitted  to  the  legislature 
for  approval. 

TYPES  OF  FUNDING  AVAILABLE: 

Grants  -  To  private  individuals  and  public  entities  not  to 
exceed  25%  of  total  project  cost. 

Loans  -  The  maximum  repayment  period  of  the  loan  will  be  30 
years  or  the  life  of  the  project,  whichever  is  less.   Interest 
rates  fixed  for  the  term  of  the  loan,  are  based  upon  an  index  of 
municipal  bond  sales. 


-11- 


Funding  Limitations:   Loans  are  limited  to  the  lesser  of  a) 
$100,000;  b)  10%  of  the  total  loan  and  grant  funds  available;  or 
c)  80%  of  the  market  value  of  the  security  given  for  the  loan. 
No  matching  funds  are  required.   Money  can  be  held  up  to  2  years 
to  allow  jurisdictions  to  obtain  other  funding.   (this  may  be 
revised)   Up  to  100%  funding  can  be  achieved  through  a 
combination  Grant  and/or  Loan.   In  addition,  there  is  a  $250 
million  bonding  authority  which  requires  legislative  approval 
and  can  provide  residual  funding  for  larger  projects. 

Funding  Cycles:   Biennial.   Applications  must  be  submitted 
to  the  DNRC  by  June  of  every  other  year,  or  even  years.   e.g. 
1980,  82,  etc.   Funds  will  be  awarded  shortly  after  July  of  the 
following  year,  subsequent  to  approval  by  the  State  Legislature. 

TECHNICAL  ASSISTANCE: 

Provided  by  the  DNRC  -  Water  Development  Bureau  Staff.   The 
Bureau  assigns  a  staff  person  to  each  project  in  order  to 
provide  continuity  throughout  the  application  process. 

APPLICATION  RANKING  PROCEDURES  AND  CRITERIA:   (summary) 

A  point  system  based  on  the  following  criteria: 

1.  Projects  which  provide  public  benefits. 

2.  Degree  to  which  a  project  is  multipurpose 

3.  Water  storage  projects. 

4.  Projects  or  activities  that  are  part  of  a  family  farm 

5.  Projects  that  use  or  develop  reserved  water 

6.  Projects  that  fully  utilize  and  promote  the  conservation 
and  efficient  use  of  water  resources, 

7.  Projects  that  could  not  be  accomplished  without  the 
assistance  of  a  Grant  or  Loan,  which  show  need  and 
urgency. 

8.  Projects  that  achieve  geographic  balance  to  the  extent 
practicable,  in  the  distribution  of  funds. 

9.  Will  not  take  prime  agricultural  land  out  of  production. 
10. Degree  of  environmental  feasibility. 

INFORMATION  REQUIREMENTS: 

Preapplication 

Appliction  form 

Description,  statement  of  need,  sources  of  funding, 

repayment  capability,  cost  of  project 

Statement  of  public  benefit 

Technical  feasibility  (Preliminary  engineering  report) 

Economic  feasibility;  statement  of  costs  and  benefits 
Legal  documents  applicable  for  property  ownership,  water  rights, 
easements 
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Environmental  assessment;  short  form  is  provided 
Certification  of  compliance  with  other  laws;  a  permit  guide 
is  provided 

For  Loans: 

Financial  statements 

Description  of  security  offered  as  collateral  -  an 

appraisal  if  property  is  the  collateral 

Title  Search 

Loan  Origination  and  filing  fees 

STATUTORY  REQUIREMENTS: 

Administrative  rules  dictate  what  is  included  in  the 

application  form. 

Must  comply  with  statutory  and  regulatory  requirements  such 

as  MEPA 

Loans  are  funded  from  general  obligation  bonds,  capability 

-  $5,000,000. 

Grants  are  funded  through  earmarked  Coal  Tax  funds. 

OTHER: 

A  filing  fee  of  $150  was  instituted  to  weed  out  the  less 
committed  applications.   This  is  subject  to  change. 

The  department  must  monitor  and  require  progress  and  fiscal 
reports  from  the  project  sponsor. 

The  program  has  had  little  criticism  to  date.   The 
determination  of  "extent  of  local  effort"  or  ability  to  pay 
could  be  consolidated  with  the  CDBG's  process. 

The  program  has  such  wide  project  eligibility  that  it  is 
considering  individual  project-type  applications,  such  as  a 
specific  form  for  irrigation  projects.   Further,  there  is  an 
effort  within  the  department  to  consolidate  the  two  programs, 
(Water  Development  Program  and  Renewable  Resource  Development 
Program)  to  simplify  administration. 

Public  outreach  was  conducted  through  9  public  meetings. 
Notices  on  the  programs  were  sent  to  the  Legislators, 
Conservation  Districts,  Mayors,  and  local  planners.   League  of 
Cities  and  Towns  and  the  Rural  Water  Users  Associations  were 
contacted.   Pamphlets  were  printed  and  distributed. 
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AGENCY:  DEPARTMENT  OF  NATURAL  RESOURCES  AND  CONSERVATION  - 
(Renewable  Resource  Development  Program) 

ELIGIBLE  APPLICANTS: 

Public  entities,  including  any  department,  agency,  board, 
commission,  or  other  division  of  State  government  or  a  City, 
County,  or  other  political  subdivision  or  local  government  body 
of  the  State. 

PROGRAM  GOALS: 

"To  conserve  our  renewable  resources  by  using  a  portion  of 
the  coal  severance  tax  for  their  protection  and  development." 

ELIGIBLE  PROJECTS:  Sewer  and  Water 

Construction,  purchase  or  lease  of  projects  for  the 
conservation,  use  or  development  of  water  and  for  design  or 
feasibility  studies  for  such  projects;  developing  plans  for 
rehabilitating,  matching  or  expanding  existing  projects;  or  for 
similar  purposes  that  the  Legislature  may  approve. 

APPROVAL  PROCESS:   (CHAIN  OF  COMMAND) 

Same  as  WDP 
TYPES  OF  FUNDING  AVAILABLE: 

Grants  -  Only  to  public  bodies. 

Loans  -  Same  as  WDP,  only  to  public  entities. 

Funding  Limitations:   Grants  may  be  awarded  for  an  amount 
up  to  the  total  cost  of  either  feasibility  studies  or  proposed 
project  activities  for  jurisdictions  with  no  repayment 
capacities. 

Funding  Cycles:   Same  as  WDP 

TECHNICAL  ASSISTANCE  APPLICATION  COMPLETION: 

Provided  by  the  Water  Development  Bureau 

APPLICATON  RANKING  PROCEDURES  AND  CRITERIA:   (summary)  Point 
System 

-  Multiple  use 

-  Projects  that  enhance  public  resources 

-  Projects  that  optimize  public  benefits 

-  Projects  that  promote  the  conservation  and  efficient  use 
of  the  resource 

-  Demonstration  projects  that  may  be  applicable  elsewhere 

-  Projects  that  have  not  received  funds  previously 
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-  Projects  that  have  immediate  need  and  urgency 

-  Projects  that  best  meet  environmental  acceptability 

INFORMATIONAL  REQUIREMENTS: 

Same  as  WDP.   Again,  these  are  flexible. 
STATUTORY  REQUIREMENTS: 

Same  as  WDP 

OTHER: 

40%  of  program  budget  is  alloted  to  Water  Development 
projects;  about  1,3  million  projected  for  each  biennium  for  RRD 
and  WDP. 
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AGENCY:   FARMERS  HOME  ADMINISTRATION  (FmHA) 

Water  and  Waste  Disposal  Loans  and  Grants 

ELIGIBLE  APPLICANTS: 

Public  entities  such  as  municipalities,  counties,  special 
purpose  districts,  Indian  tribes  and  nonprofit  organizations, 
for  rural  areas  and  towns  of  up  to  10,000  people.   Applicants 
must  be  unable  to  obtain  funds  from  other  sources  at  reasonable 
rates  and  terms,  have  legal  authority  to  finance,  operate  and 
maintain  facilities,  to  be  financially  sound  and  able  to  manage 
the  facility,  and  have  sources  of  revenue  to  repay  the  facility 
debt  and  maintain  a  reserve. 

PROGRAM  GOALS: 

To  provide  financial  assistance  to  communities  of  10,000  or 
less  for  needed  sewer  and/or  water  facilities,  who  cannot  get 
funding  elsewhere. 

ELIGIBLE  PROJECTS: 

-  Construct,  repair,  improve,  or  expand  water  and 
wastewater  distribution  and  treatment  facilities,  including 
individual  components  of  the  systems. 

-  Acquire  a  water  supply  or  right 

-  Pay  legal  and  consulting  fees  connected  with  development 
of  facilities 

-  Pay  other  costs  related  to  the  development  of  the  project 
such  as  rights-of-way 

-  Supplemental  funding  for  other  private  and  public  sources 

APPROVAL  PROCESS: 

The  applicant  can  make  a  preapplication  at  any  local, 
district  or  state  office.   The  District  offices  in  Glasgow, 
Great  Falls,  Missoula  and  Billings  then  pass  applications  on  to 
the  State  office  in  Bozeman  where  funding  approval  is 
determined. 

TYPES  OF  FUNDING  AVAILABLE:  -  Reimbursable  Grant/Loan  program 

Grants  -  Funds  may  be  available  for  up  to  75%  of  eligible 
facility  costs.   Grants  are  available  only  to  reduce  the  debt 
service  on  an  FmHA  or  other  loan,  where  user  fees  exceed  certain 
percentages  in  comparison  to  median  income. 

Loans  -  Interest  rates  will  be  based  on  current  market 

yields  for  municipal  obligation.   Certain  loans  may  be  made  at  a 

lower  rate  based  on  population  and  median  income.   Maximum  term 
is  40  years. 
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Funding  limitations:   Interim  commercial  financing  is 
normally  used  during  construction  for  FmHA  loans  and  costs 
reimbursed  by  FmHA  at  project  completion.   If  interim  financing 
is  not  available,  or  the  cost  is  less  than  $50,000  and  for  FmHA 
grants,  multiple  advances  of  funds  may  be  made  based  on 
construction  progress. 

Funding  Cycles:   Funding  is  on-going.   50%  of  state 
alloction  not  obligated  by  April  5  reverts  back  to  the  National 
office  and  100%  by  August  12.   If  projects  come  up  in  between, 
comp>etitive  requests  can  be  made  to  the  National  office  for 
expenditure  before  October  1st.   (Federal  new  fiscal  year) . 
There  is  no  carryover  of  funds  from  year  to  year.   FmHA  does 
carry  over  applications. 

TECHNICAL  ASSISTANCE: 

Technical  assistance  is  provided  by  the  District  offices. 
Once  a  preapplication  is  approved  nearly  all  technical 
assistance  rests  with  the  state  office.   The  district  office 
sets  up  a  meeting  with  the  applicant,  engineer,  and  attorney  to 
assign  the  many  tasks  necessary  for  a  full  application. 

APPLICATION  RANKING  PROCEDURES  AND  CRITERIA:   (summary) 

Currently,  there  is  no  ranking  procedure,  and  because  funds 
usually  exceed  amounts  applied  for,  the  priority  has  been  first 
come,  first  served.   Rules  say  that  priority  will  be  given  to 
entities  smaller  than  5,500  people  trying  to  restore  a 
deteriorating  water  supply  or  waste  facility;  and  to  requests 
which  involve  the  merging  of  small  facilities  and  those  serving 
low-income  communities. 

Ranking  procedures  are  under  review  and  should  be  published 
in  the  Federal  Register  soon.   Their  applicability  to  Montana's 
program  is  questionable. 

INFORMATION  REQUIREMENTS: 

See  Appendix  D. 

There  is  a  preapplication  procedure. 

The  information  requirement  is  as  detailed  as  DHES,  with 
generally  the  same  requirements. 

STATUTORY  REQUIREMENTS: 

Statutory  requirements  are  very  similar  to  the  DHES  program 
with  the  exception  of  the  Davis-Bacon  Act  regarding  wage 
scales.   Approximately  30  federal  laws. 
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OTHER: 

Criticism  has  been  leveled  at  the  program  for  being  too 
slow.   Program  Administrator  Hebnes  believes  this  has  been 
compounded  by  neglect  of  the  check  list  for  informational 
requirements,  and  because  some  ci     ' icants  must  have  rate 
increases  approved  by  the  PSC.   PSC  has  made  an  effort  to 
decrese  the  amount  of  time  it  takes  for  an  approval. 

FmU]\   has  dovetailed  its  f  ^  ding  most  often  with  DHES, 
particially,  because  they  are  both  Federal  (Same  FY  and 
Statutory  requirements). 
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SECTION    II 
ANALYSIS    OF    PROGRAMS 
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THE  APPLICATION  PROCESS 


It  was  interesting  to  receive  application  packets  and 
program  descriptions  (in  some  cases),  knowing  little  about 
individual  programs.   While  some  programs  had  a  pamphlet  or 
introductory  booklet  on  their  purpose  and  procedures,  others  had 
checklists  of  forms  to  be  filed.   There  was  no  consistent 
approach  on  forms,  introductory  information  or  the  procedures  to 
be  followed. 

Two  obvious  reasons  for  this  are  that  each  program  has 
originated  and  developed  independently,  and  that  program  goals 
differ  to  the  extent  that  specific  questions  must  be  answered 
for  one  program  that  are  irrelevant  to  the  next. 

Applicants  offer  general  complaints  about  FMHA,  CDBG,  and 
DHES  procedures,  saying  the  forms  are  too  lengthly  to  fill  out. 
Often,  their  complaints  boiled  down  to  a  perceived  problem  e.g. 
the  forms  appeared  to  be  voluminous  but  didn't  really  take  that 
long.   Or  there  was  simply  no  paid  employee  of  the  jurdisdiction 
who  had  the  time  or  the  expertise  to  spearhead  the  project. 

Applicants  felt  that  programs  offered  good  technical 
assistance  but  they  felt  it  would  be  helpful  to  have  a  staff 
person  who  could  help  blueprint  a  funding  process  and  the 
necessary  steps  for  them,  and  someone  to  help  with  the 
follow-through  requirements  once  funding  was  awarded.   One 
program  staff  person  mentioned  tht  the  optimum  level  of 
assistance  is  one  that  allows  maximum  program  accessibility  but 


-20- 


still  requires  the  jurisdiction  to  evaluate  itself  and 
demonstrate  its  need  and  desire  to  fulfill  project  goals.   In 
other  words,  program  staff  should  not  be  doing  all  the  work  for 
the  applicant. 

On  the  other  hand,  in  reviewing  applications,  it  was 
apparent  that  all  programs  ask  for  the  same  information  to  a 
certain  extent.   From  an  applicant's  point  of  view,  this  is 
redundant  and  time  consuming. 

Applications  were  reviewed  with  three  questions  in  mind: 

a)  What  is  the  minimum  amount  of  information  needed  to 
satisfy  statutory  requirements  and  evaluation  of  the 
application? 

b)  What  information  is  required  in  every  application? 

c)  What  is  the  program  trying  to  make  the  applicant  prove 
to  them? 

The  result  of  the  review  was  that  a  common  preapplication 
could  be  used  for  routing  the  applicant  to  the  proper  funding 
source  and  could  eliminate  the  duplication  both  between  the 
preapplication  and  application,  within  a  program  and  between 
programs.   It  also  offers  a  way  to  consolidate  mutually  needed 
information  without  eliminating  the  specific  requirements  of 
each  invididual  program's  application  procedure.   If  a  staff 
person  was  assigned  to  help  route  applicants  through  the  funding 
programs,  it  would  be  the  first  step  in  doing  so. 

The  essential  ingredients  of  a  common  preapplication  are 
listed  below.   It  would  be  useful  to  use  such  a  form  only  if 
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programs  would  be  willing  to  amend  their  existing  applications 
to  eliminate  duplication.   Further,  FHHA  could  not  use  this  form 
because  it  is  not  a  federally  adopted  form.   They  could, 
however,  transfer  this  information  to  their  own  preapplication. 
If  a  preapplication  is  used,  explanatory  statements  need  to  be 
included  to  show  where  information  exists,  and  what  is  required. 

All  state  programs  that  adminster  funds  for  projects  that 
could  have  a  significant  impact  on  the  environment  appear  to  be 
subject  to  MEPA.  FMHA,  CDBG,  and  DHES  are  also  subject  to  NEPA. 
It  is  therefore  suggested  that  a  preliminary  environment 
assessment  be  included  in  the  preapplication  to  alert  programs 
to  possible  project  impacts  early  on,  and  to  eliminate  the  need 
for  the  applicant  to  do  this  more  than  once  if  a  negative 
declaration  can  be  made. 
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PREAPPLICATION 

INFORMATION  THAT  EVERYONE  ASKS  FOR  IN  EITHER  THEIR 
PREAPPLICATION  OR  APPLICATION 

I.  Name  of  Applicant/Recipient 

Type  of  jurisdiction  or  jurisdictions  if  it  is  for  a 

multi-jurisdictional  area. 

Applicant's  authorized  representative  or  signatory 

Address 

Telephone  Median  family  income 

Area  of  Impact        Median  household  income 

Estimated  number  of  people  benefitting 

I I .  PROJ  ECT/ACT IVITY 

Description  of  the  proposed  project  -  Include  name  of  the 
project,  location,  type  of  project  e.g.  capital  facility 
construction,  planning,  special  district  funding,  or 
equipment  purchase. 

Estimate  the  project  time  frame 

Primary  purpose  of  the  project.   How  will  the  project 
alleviate  current  needs? 

Estimated  cost  of  the  project  and  source  of  funding. 
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Preliminary  Engineering  report 
Approximate  amount  of  funds  needed 

III.  PUBLIC  NEED 

Do  you  have  an  adopted  capital  improvements  plan, 
comprehensive  plan  or  adopted  resolution  that  establishes 
the  need  for  or  public  acceptance  of  the  project.   Please 
describe. 

Have  you  held  public  hearing  on  the  project? 

If  so  was  the  response  favorable?   Please  provide  dates  and 

minutes. 

Is  there  an  existing  violation  of  state  or  federal  law  that 
the  project  will  correct,  or  a  law  requiring  the  project? 

OTHER  -  Please  see  appendix  for  reference  lists. 

—  Is  the  project  in  a  designated  coal  impact  area,  or  in  a 
coal  development  area.   (See  page  .) 

—  Is  the  project  or  jurisdiction  in  an  adopted  program 
priority  list  (See  ) 

—  Is  the  project  intended  to  benefit  primarily  low  and 
moderate  income  persons?   If  so,  please  document  (See 
formula  ) 

—  Environmental  assessment  attachment 
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Signature  of  chief  elected  official  or  authorized 
signatory. 
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The  preapplication  includes  spaces  for  both  median 
household  and  family  income.   This  is  to  satisfy  the  rquireroents 
of  different  programs.   Please  recognize  that  median  household 
income  appears  to  be  the  better  measurement  because  it  includes 
the  broader  spectrum,  namely  single  person  households,  whereas 
family  median  incomes  does  not. 

The  Preliminary  Environmental  Assessment  was  prepared  by 
the  DNRC  in  conjunction  with  Facility  Siting  Division  staff.   It 
has  proved  adequate  to  trigger  critical  responses,  and  has 
provided  enough  information  from  which  to  prepare  a  negative 
declaration  for  KEPA's  requirements,  or  alert  a  program  as  to 
whether  further  review  under  MEPA  would  be  necessary.   However, 
agencies  agreed  that  urban  impacts  needed  to  be  addressed  in  an 
interagency  checklist,  as  well  as  the  natural  resource  concerns 
highlighted  by  the  DNRC  form-681-EA.   (See  DHES  Form,  Appendix 
D). 

The  DNRC,  CDBG,  DHES  and  Coal  Board  programs  are  all 
subject  to  KEPA.   DHES,  CDBG,  and  FmHA  are  further  subject  to 
the  required  review  under  NEPA.   It  is  therefore  suggested  that 
if  a  project  would  be  subject  to  further  environmental  review 
processes  under  KEPA  and  NEPA,  that  a  common  Environmental 
Review  Form  be  adopted  for  use  amongst  programs.   The  CDBG 
program  has  spent  considerable  time  successfully  drafting  a 
common  form.   Based  upon  this  model,  an  applicant  would 
potentially  meet  environmental  review  requirements  for  both  laws 
and  all  programs  on  one  form.   (For  further  information,  please 
refer  to  Appendix  B.) 
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It  has  also  been  suggested  by  local  communities  that  the 
needs  assessment  process  used  by  CDBG  is  too  complicated. 
However,  in  conversation  with  Mike  Micone,  through  assistance  by 
a  staff  person,  the  needs  assessment  can  be  tailored  to  fit  a 
project.   All  of  the  steps  aren't  madatory  but  rather  encourage 
a  community  to  examine  its  need^  holistically  and  be  sure  that 
there  is  a  concensus  on  community  needs.   In  fact,  this  document 
could  be  useful  to  other  programs  as  a  reference. 

During  the  funding  cycle  discussion,  it  is  noted  that 
coordination  of  funding  cycles  would  be  extremely  useful  to 
applicants.   Coordinating  application  deadlines  would  also  be 
useful  so  that  informtion  relevant  to  all  programs  was  available 
at  about  the  same  time.   This  is  particularly  applicable  to 
CDBG,  DHES  and  DNRC  since  the  other  two  programs  presently  fund 
continuously. 


RECOMMENDATIONS 


1.   Prepare  a  handbook  similar  in  format  to  the  DNRC  Energy 
Division  renewable  energy  grant/loan  program's  that  gives  an 
introduction  to  each  of  the  five  funding  programs  and  includes  a 
preapplication  at  least.   Include  a  preliminary  environmental 
assessment  form  since  it  applies  to  4  programs.   Determine 
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whether  a  combined  PER  and  environmental  assessment  form  could 
be  formulated  to  provide  applicability  to  all  programs.   Include 
a  list  of  exempted  projects  at  back. 

2.   Coordinate  application  cycles,  if  and  when  possible  so 
that  information  can  be  shared  and  steps  will  be  clearer  for  the 
applicant. 
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RANKING  AND  PRIORITY  LISTS 


For  those  programs  with  a  broad  purpose  and  wide  funding 
eligibility,  a  priority  list  would  be  very  difficult  to  prepare 
and  defend.   (e.g.  DNRC  programs)   Where  program  purpose  is  very 
specific  and  only  one  type  of  project  and  its  components  are 
eligible,  prioritizing  is  extremely  useful,  as  in  the  DHES 
program. 

Although  the  Coal  Board,  FmHA,  CDBG,  and  DNRC  do  not  have 
actual  priority  lists  prior  to  ranking,  each  has  criteria  for 
favoring  an  applicant  with  certain  characteristics.   CDBG  and 
FmHA  weigh  their  ranking,  or  decide  funding  amounts  with  strong 
emphasis  upon  income  levels.   The  Coal  Board  must  designate  and 
give  funds  to  those  communities  experiencing  the  greatest  degree 
of  coal  impact.   This  is  probably  the  furthest  these  programs 
can  go  towards  prioritizing  due  to  the  multitude  of  project 
types  they  fund. 

However,  priority  lists,  designation  lists  and  local 
efforts  scores  and  per  capita  income  information  would  be  useful 
to  exchange  between  programs,  so  that  the  right  hand  knew  what 
the  left  hand  was  doing.   In  fact,  once  priority  lists  and/or 
ranking  has  been  completed,  communities  ranked  highly  should  be 
given  some  type  of  score  in  other  ranking  procedures.   This 
would  enable  those  communities  with  the  best  chance  of  funding 
from  one  program  to  complete  their  funding  package  despite  the 
difference  between  program  purposes. 


-29- 


Both  ranking  and  prioritizing  relate  strongly  to  an 
invididual  program's  purpose.   Therefore,  any  attempt  to  rank 
applications  cooperatively  has  a  high  probability  of  failure. 
Even  need  is  defined  differently  among  programs;  for  CDBG  is 
directly  related  to  income  levels  and  for  the  Coal  Board,  it  is 
related  to  the  fiscal  impacts  of  coal  development.   However,  all 
programs  address  the  "severity  of  threat"  or  the  direct  impacts 
on  public  health.   Therefore,  DHES'  list  and  information  on 
water  quality  problem  areas  would  be  useful  to  all  programs. 

In  summary,  the  two  areas  that  all  programs  could  cooperate 
and  benefit  from,  are  sharing  ranking  and  priority  information, 
and  by  giving  some  recognition,  perhaps  in  the  form  of  a  score 
in  their  own  ranking  procedures,  to  those  projects  favored  or 
funded  by  others. 

Both  FmHA  and  the  Coal  Board  do  not  formally  rank  their 
projects  because  they  are  on  continuous  funding  cycles.   This 
will  probably  be  acceptable  to  communities  until  project 
requests  exceed  funding  ability.   At  that  time,  defensible 
ranking  procedures  will  have  to  be  adopted  by  the  Coal  Board. 
FmHA  is  publishing  ranking  procedures  for  its  programs,  but 
these  will  have  limited  applicability  for  Montana,  because  of 
the  funding  cycle  and  availability  of  funds. 

The  absence  of  a  formal  ranking  procedure  has  advantages  in 
that  it  is  less  time  consuming  to  administer  the  program  and 
easier  for  a  community  to  obtain  funding.   However,  it  does  not 
allow  for  a  program  to  distinguish  whether  one  applicant  is 
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truly  needy  in  comparison  to  its  counterparts.   An  up-til-now 
unlimited  funding  source  such  as  the  Coal  Board's,  may  not 
encourage  competition  between  applicants  or  creative  ways  of 
financing  locally. 


RECOMMENDATIONS 

1.  The  two  areas  that  all  programs  could  cooperate  in  and 
benefit  from  are  sharing  ranking  and  priority  information. 

2.  The  Coal  Board  should  consider  developing  a  ranking 
procedure  and  a  quarterly  funding  cycle  so  that  when  requests 
exceed  funds  it  is  prepared  to  defend  its  funoing  choices.   It 
is  recognizee  that  the  Coal  Board  wishes  to  maximize 
accessibility  to  funds  and  minimize  "red  tape"  for  applicants. 
At  some  point  in  the  future,  it  will  probably  be  necessary  to 
legally  defend  its  funcioc  projects.   (Please  note  both  DHES  and 
CDBG  have  hao  their  project  awards  challenged  this  year) . 
Further,  a  quarterly  funding  cycle  would  allow  tor  some 
comparison  of  projects,  would  define  a  clear  application 
scheaule,  and  would  continue  to  emphasize  funding  accessibility, 
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FUNDING  CYCLES 


The  timing  of  application  procedures  and  funding  award 
dates  are  the  greatest  impediment  to  an  applicant's 
understanding  of,  and  accessibility  to  the  various  programs. 
For  any  applicant  trying  to  apply  to  more  than  one  program, 
coordinating  application  procedures  is  extremely  difficult. 

Three  programs  (DNRC,  DHES,  and  CDBG)  have  June  and  July 
application  deadlines.   This  is  precisely  when  local 
jurisoi.  -ions  are  preparing  their  new  FY  budgets  and  probably 
have  the  least  amount  of  time  to  devote  to  a  grant  application, 
particularly  in  small  jurisdictions  with  limited  stafi.   Awaras 
are  made  in  July  for  DNRC,  Octo).  t  for  DHES  and  September  for 
CDBG.   By  the  time  these  awards  are  made,  the  construction 
season  has  already  begun,  or  is  ending,  and  the  project  is 
delayed. 

The  ideal  schedule  for  local  funoing  cycles  to  coordinate 
with  program  cycles  is  illustratea  on  Figure  1.   This  allows  the 
community  to  conduct  bonding  elections,  go  through  PSC  hearings 
if  necessary,  publish  notices  of  intent  to  construct  the 
project,  and  designate  spending  authorities  prior  to  the 
construction  season. 

The  FroHA  program  currently  has  the  most  flexibility  in 
adjusting  to  this  schedule  due  to  its  continuous  funding  cycles 
and  local  authority  to  approve  projects.   The  Coal  Boara  would 
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also  be  able  to  comply  with  this  schedule  fairly  closely, 
particularly  if  application  ano  funaing  deaolines  were 
schedules.   The  DHES  program  has  a  conflict  in  the  application 
scheaule  but  less  so  in  its  fundinc,  awara  schedule,  as  once 
program  funding  is  receivea,  project  awards  can  be  made  anytime 
after  October.   The  CDBG  program  staff  anticipate  that  by  1984, 
they  will  be  accepting  applications  by  January  or  February  and 
be  in  a  position  to  make  funaing  awards  in  early  spring.   This 
woula  allow  better  coordination  with  local  needs  though  it 
wouldn't  improve  coorainateo  funding  cycles  amongst  programs. 
The  Board  of  Natural  Resources  appears  to  be  a  logical 
alternative  as  an  approving  body;  this  would  improve  funding 
cycles  coordination  with  other  programs.   But  even  though  this 
could  greatly  improve  coordination  in  funding,  it  is  not  known 
how  popular  this  would  be  with  the  Legislature. 

It  is  recognizee  that  there  are  differing  fiscal  years 
between  state  and  federal  agencies.   It  appears  that  other 
program  constraints  hamstring  tunding  cycles  far  more  than 
fiscal  year  consideration.   Where  programs  are  able  to  hold 
funding  awards  or  carry-over  awards  to  the  next  funding  cycle, 
this  has  been  very  helpful  to  applicants,  especially  given  the 
varying  funding  cycles  they  must  comply  with. 

A  bill  has  been  introduced  in  the  Legislature  to  bring 
local  and  federal  fiscal  years  into  conformance.   The  advantage 
for  local  jurisdictions  is  that  the  lag  time  between  budgeting 
and  the  collection  of  property  taxes  would  be  decreased,  from  5 


-33- 


UJ 

z 

mm 

< 
in 
Q 

< 
u 
o 

o 

u. 
u 

u 
> 

o 

o 

z 

5 

z 

u. 
< 

UJ 

Q 


1^ 
i 


O 
O 


lU 
0) 


o 

D 
0)     < 


.E  III 

li 

U. 

I  < 

S   =! 

< 

X 

o 

< 


:•::::«!::  ::x:x:: 


T 


Of) 
CO 


r— CO 


^  L< 


E 
o 


g 

Q. 

(A 
>s 
CO 
■D 

O 
CO 

CD 

T3 
CO 
< 

O 
>>l 

O 

o> 

c 

c 

CO 

o 

3 

c 

c 
o 
O 


© 

o 

>. 
O 

CO 

3 

o 

3 
C 


mi 


ym 


(0 

<D 
Ql 

CO 

O) 

c5 

CD 

E 

CX) 
CO 


c 

CO 

CO 

T>  ■ 

(D 

*-^ 

c 

(0 

O) 

0 
X) 

c 
CO 
o 


i 


a 

Q 

(/) 

m 

-IQC 

UJ 

o 

<< 

X 

o 

Offi 

Q 

(D 
> 

♦-• 
a> 
a 

E 
o 
O 

CO 

c 
o 

CO 
o 


t 


in 


< 


c 

-5 

c 

3 
Li. 

CO 

3 
O 

3 
C 


o 
O 


z 

HI 

9 
ni 

s 

3 
O 
UJ 

K 


< 
U 

Ij 

Q. 

a. 
<<o 

^  Z 
Ul  = 
XfC 
H< 

OUJ 

.X 

o< 

lU 

e 
u 


o 

< 

< 
o. 

UJ 

oc 

0. 

Ul 
O 

o 

3 
O 


i 

•I 

o 
< 
m 

a 


< 
o 

3 


m 

o 

Ul 


lU 

z  < 
zo 

0(0 

in  tL 


D 


u 

< 
O 

Q 
C 
< 

< 
O 

z 


T3 
CO 

CO 

CO   — 
0)    CD    }r 

■D  Q    CO 

.2<  CO 
o.  c   c 

Q.  3    CO 

<  U.  O 

II     II     II 

<  LL    -k 


< 

X 

E 


to  2  months,  so  cash  carryover  balances  would  not  have  to  be  as 
large  as  they  now  are.   Budgetary  schedules  would  also  be 
changed. 

Other  considerations  for  local  scheduling  are  bonding 
elections  to  fund  a  local  match  and  PSC  hearings,  if  requireo. 
Many  jurisdictions  are  reluctant  to  use  mill  levies  because  of 
their  statutory  limitations  as  a  source  of  revenue.   Therefore, 
they  most  often  utilize  revenue  bonds  and  therefore  must  go  to  a 
bonding  election  prior  to  financing  the  project.   These 
elections  can  be  held  at  any  time  of  the  year  but  because  it  is 
expensive  to  hold  an  election  they  generally  occur  with  regular 
elections:  June  for  General  Election  years  and  April  for 
off-years. 

In  addition,  if  a  project  is  constructed  in  response  to  a 
state  or  federally  mandated  requirement  the  jurisdiction  can 
raise  user  rates  without  going  to  the  Public  Service  Commission 
for  review  and  approval.   If  however,  the  project  is  not  in 
response  to  a  mandated  requirement,  the  PSC  must  review  and 
approve  rate  increases.   (There  is  a  bill  introduced  in  the 
Legislature  to  clarify  the  definition  of  mandated  improvements) . 

RECOMMENDATIONS 

1.   Adjust  funding  cycles  ana  application  component 
deadlines  to  better  coordinate  with  programs  and  with  local 
timing  considerations.   If  the  opportunity  does  not  currently 
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exist,  adjust  to  a  coorainated  cycle  ana  local  schedule  when  the 
oppoitunity  urii>eb. 

2.   Prepare  pro9ram  activity  timelines  for  each  program  to 
be  included  in  a  hanobook  so  that  communities  can  coordinate 
application  activities,  if  possible. 
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COMMUNITY  FINANCIAL  EVALUATION 


In  response  to  a  growing  public  concern  over  the  financial 
condition  of  Montana's  cities,  towns,  ana  counties,  and  an 
ability  to  accurately  assess  financial  condition  on  a  case  by 
case  basis,  the  Consulting  Services  Bureau  of  the  Department  of 
Administration  prepared  a  draft  report  titled  Feasibility 
£^iU^yj Local  Government  Financial  Condition  Reporting  ana 

Analysis  System. 

The  findings  of  the  study  have  a  direct  bearing  on  the 
validity  of  measuring  financial  capability  by  the  methods 
currently  used  by  programs,  and  indirectly,  methods  of  measuring 
efforts  of  communities  to  fund  their  own  projects. 
The  major  findings  of  the  study  were  that: 
"There  is,  however,  a  significant  problem  of  obtaining 
reliable,  comparable  finance  data  from  Montana's  local 
governments.   There  are  three  factors  contributing  to  these 
problems: 

1.  The  absence  of  a  uniform  reporting  system  for  all 
Montana  communities.   (This  problem  will  diminish  to  some  extent 
when  cities  and  counties  are  converted  to  the  uniform  Bodgetary, 
Accounting  and  Reporting  System,  BARS,  by  1984) . 

2.  The  difficulty  of  extracting  comparable  historical  data 
from  communities  which  have  experienced  a  BARS  conversion.   (As 
time  passes,  this  problem  will  also  lessen) . 
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3.   The  reporting  inconsistencies  that  occur  in  local 
government  annual  reports.   (The  problems  tound  in  annual 
reports  range  from  simple  arithmetic  errors  to  the  use  of 
inappropriate  accounting  procedures)." 

The  third  finoing  is  perhaps  the  most  significant.   It 
illustrates  that  no  matter  what  reporting  system  is  chosen,  it 
is  only  as  good  as  the  data  it  is  receiving.   For  instance,  per 
capita  measurements  are  dependent  upon  accurate  population 
measurements.   The  census,  regarded  as  the  most  accurate 
measurement  of  population  is  not  available  in  intercensus  years 
nor  for  an  unincorporated  area  that  might  comprise  a  sewer 
district. 

The  measurement  of  financial  condition  is  a  keystone  to 
determining  funding  and,  subsequent  ability  to  pay  without 
jeopardizing  other  needed  services,   (For  further  discussion  on 
measuring  financial  condition,  see  Appendix  C) . 

It  is  an  area  in  which  most  programs  fall  short  of 
recognizing  the  inaccuracies  in  data  and/or  ao  not  thoroughly 
assess  financial  condition. 

Aside  from  this,  accurate  financial  evaluation  is  a  very 
important  component  of  each  program.   It  appears  that  no  matter 
how  the  information  is  asked  for,  there  is  a  common  objective  to 
assess: 

1.  If  a  community  has  the  ability  to  repay  a  loan  ot 
proouce  locally  derived  matching  funds 

2.  Whether  a  community  has  correctly  reviewed  its  own 
financial  capabilities  and  ability  to  proauce  revenue, 
(educational  process) 
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3.  Whether  a  community  ought  to  receive  a  grant,  a  loan, 
and  in  what  amount. 

4.  Wht  one  community's  need  for  funds  is  in  comparison  to 
another's,  (ranking  for  some  programs) 

5.  Whether  a  community  qualifies  for  program  funding  given 
its  financial  capability,  (e.g.  FmHA)  whether  it's 
financially  eligible. 

6.  Whether,  by  granting  an  award,  you  the  program,  will  be 
getting  that  community  into  an  over-buraened  financial 
situation. 

7.  (CDBG,  DNRC,  Coal  Board)  Whether  a  community  has 
aeoraonstrated  "adequate  local  financial  effort  to 
address  the  problem. " 

Given  these  concerns,  each  program  was  evaluated  as  to  how 
well  it  met  the  objectives  of  obtaining  and  evaluating  this 
information  in  Figure  2. 

The  DHES  most  often  meets  the  common  program  objectives  in 
this  regard.   This  appears  to  be  the  result  of  using  the  DHES, 
Financial  Capability  Guidebook.   It  most  completely  addresses 
the  objectives  of  financial  evaluation  of  communities.   It's 
easy  enough  to  lead  a  lay  person  through  the  evaluation  with 
minor  technical  assistance  and  brings  up  funding  considerations 
such  as  overlapping  taxing  jurisdictions,  that  other  programs 
don't  consider.   It  probably  allows  the  least  room  for  error, 
educates  a  community,  and  ultimately  might  best  provide  local 
funding  alternatives. 
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In  comparison  to  the  thorouyh  analysis  by  DUES  the  CDBG, 
FmHA,  DNKC  and  Coal  Boara  aaaress  tinancial  capability  to 
varying  aegrees.   However,  they  don't  address  it  thoroughly  and 
so  may  be  doing  the  applicant  and  the  program  an  ultimate 
disservice  by  granting  funds  in  the  wrong  torm  (e.g.  grant 
instead  o£  loan)  or  amount. 

The  CDBG,  DNRC  and  the  Coal  Board  programs  assess  a 
community's  local  effort  to  finance  its  project  tlirough  three 
different  methods.   Their  aim  is  compatible:  to  determine 
whether  a  community  has  triea  to,  or,  is  capable  of  funding  its 
own  project.   However,  each  program  has  developed  its  own 
standard  for  measuring  local  effort.   While  the  Coal  Board's 
method  is  statutory,  the  others  aren't.   If  the  intent  is  the 
same  between  programs,  the  method  of  assessing  local  effort 
ought  to  be  similar. 

Further,  the  indicators  used  to  assess  local  effort  may  not 
be  accurate,  especially  for  small  unincorporated  areas.   The 
addage  is,  the  smaller  the  community,  the  worse  the  accounting 
and  other  record  keeping. 

A  brief  comparison  between  the  DNRC  and  CDBG  local  efforts 
scores  shows  that  not  only  would  projects  be  rated  Differently 
for  the  "local  effort"  to  fund  their  projects,  but  also  that  the 
weight  they  are  given  in  ranking  differs  betv/een  programs. 

The  Coal  Boara  doesn't  ask,  in  most  cases,  for  adequate 
inforemation  to  complete  a  thorough  financial  evaluation  of  a 
community.   This  coula  potentially  endanger  the  program  for  the 
following  reasons: 
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1.  Millage  rates  ace  only  one  indication  of  financial 
capability. 

2.  The  millage  rate  criterion  is  only  applicable  to 
countywioe  and  municipal  taxing  jurisdictions,  not  to 
unincorporated  areas. 

3.  Is  the  program  really  giving  money  where  there  is  no 
other  source  of  funding,  and  how  do  they  Determine  this 
without  a  complete  financial  analysis? 

4.  Could  the  program  be  committing  a  community  to  a  project 
that  it  will  jeopardize  its  ability  to  fund  other  needed 
services? 

RECOMHENDATIONS 

1.  Use  a  common  format  for  determining  financial  condition 
of  a  community.   The  worksheets  #3,4,5  and  6  of  the  Financial 
Capability  Guidebook,  used  by  DHES,  appear  to  be  a  fairly 
methodical  ano  thorough  format  for  evaluation. 

2.  Evaluate  the  best  method  for  determining  local  effort 
once  a  consistent  financial  condition  evaluation  is  agreeo 
upon.   Use  this  for  CDBG,  DNRC  and  Coal  Board,  amending  the  Coal 
Boaro's  statutory  local  effort  procedure  if  necessary.   Until 
this  is  done,  don't  weigh  local  efforts  scores  greatly. 

3.  Eliminate  the  financial  evaluation  information  in 
existing  applications  that  would  be  covered  by  a  comraunal 
evaluation  format. 
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CONCERNS  OF  LOCAL  JURISDICTIONS 

When  interviewing  local  jurisdiction  representatives  and 
their  consultants,  two  general  areas  of  concern  emerged,  to 
which  numerous  considerations  can  be  attributed.   The  first  was 
the  area  of  producing  a  local  match  or  demonstrating  local 
effort.   The  second  was  a  lack  of  technical  expertise  or  funding 
at  the  local  level  to  prepare  applications,  review  enginering 
reports  and  follow  the  project  through  to  completion. 

Producing  local  funds  can  be  a  problem  for  any  or  all  of 
the  following  reasons: 

--  Locals  are  not  sure  of  how  much  money  they  really  have 
available. 

—  They  are  reluctant  to  use  the  mill  levy  as  a  source  of 
revenue  because  of  the  limitations  on  its  use  and  the 
need  to  use  general  fund  monies  (general  obligation 
bonds)  to  finance  non-revenue  producing  services) .   They 
generally  use  a  revenue  bond  (repaid  by  user  fees.) 

—  Bonding  can  be  Difficult  if  attorneys  are  not  retained 
at  an  early  enough  stage.   Locals  don't  always  have,  or 
recognize  the  need  for,  legal  aovice  early  on  in  the 
district  establishment  and  bonding  process.   If 
attorneys  have  not  correctly  identified  a  special 
district  the  bond  issue  can  fail. 
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Special  district  formation  can  be  difficult  because  of 
lack  of  initial  organizational  structure  and  ieadershipr 
and  because  of  landowners  and  the  owners  of  the  majority 
of  land  within  the  district  must  favor  the  project.   One 
unfavorable  large  landowner  in  a  district  can  endanger 
the  district  (RSID) . 

Interest  rates  on  loans  are  the  primary  constraint  to 
projects.   It  is  not  the  principal  that  keeps  systems 
from  being  upgraded,  but  the  fact  that  current  interest 
rates  dictate  that  project  costs  will  often  equal  three 
times  the  original  project  cost  at  the  date  of 
completion. 

There  is  uncertainty  on  what  programs  will  fund  a 
project  and  what  costs  are  eligible  under  a  program, 
e.g.  bookkeeping,  legal  fees,  equipment  purchases. 
Therefore,  estimating  need  for  matching  monies  has  been 
a  problem.   Budgeting  and  interim  financing  are 
difficult  due  to  the  different  reimbursement  schedules 
between  programs.   One  engineer  suggested  that  all 
reimbursement  be  made  at  project  completion. 
Some  jurisdictions  do  not  know  tht  private  bonding 
companies  will  provide  free  preliminary  advice.   This 
typically  does  not  include  bona  counsel  services. 
Some  jurisdictions  are  unaware  that  many  engineers  wxli 
work  on  a  contingency  basis  for  preliminary  engineering 
studies,  guaranteeing  them  of  the  project  contract  if 
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the  project  is  funded  (requires  no  up-front  fee).  This 
type  of  arrangement,  however,  is  not  allowed  when  using 
feoeral  funds  (CDBG,  DHES,  FmHA) . 

—  In  a  few  instances,  jurisdictions  are  nearing  the  limit 
of  their  indebtedness  anci  are  a  bad  creoit  risk. 

—  Communities  aren't  aware  of  their  options,  e.g.  that 
they  may  be  able  to  go  to  the  bank  and  borrow  funds,  or 
that  the  law  provides  tor  grant  anticipation  notes. 

The  lack  of  technical  expertise  is  a  problem  in  and  of 
itself,  especially  for  small  jurisdictions  with  little  or  no 
staff,   (e.g.  special  district)  This  concern  was  voiced  in  the 
following  observations: 

—  In  small  jurisdictions,  those  interviewed  told  the 
Consultant  that  they  went  all  the  way  through  an 
application  procedure  and  then  were  not  awarded  funding 
because  they  did  not  understand  a  functional 
requirement,  such  as  accurately  determining  low  and 
moderate  income,  or  demonstrating  local  effort.   One 
jurisdiction  had  agreed  to  bond  itself  at  a  public 
hearing  and  neglected  to  include  tliis  in  an  application 
-  it  was  subsequently  evaluated  as  having  low  local 
effort. 

—  In  order  to  compete  effectively,  needy  juriedictions 
have  to  have  a  paid  staff  person  or  dedicated  volunteer 
provide  continuity  throughout  the  project  phases. 
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—  Communities  are  often  unable  to  critique  the  technical 
plans  given  them  by  an  engineer.   Further,  engineers  who 
work  on  a  contingency  basis  sometimes  require  a 
guaranteeo  percentage  o£  the  project  for  succeeeding  in 
getting  funding.   This  may  result  in  higher  engineering 
fees  being  charged  than  would  result  from  a  competitive 
bid  contract.   Any  project  utilizing  federal  funds 
forbids  the  ue  of  a  "contingency  arrangement." 

—  County  Commissioners  representing  rural  areas  are  often 
oriented  towara  the  roaa  system  and  its  maintenance. 
They  aren't  knowledgeable  about  sewer  ana  water 

fi.^  -iities  or  funding  their  improvement.   In  this 
instance,  a  local  government  may  be  unable  to  provide 
useful  assistance  to  unincorporated  areas  with  water  or 
sewer  needs. 

—  Communities  don't  understand  how  to  xnduct  a  needs 
assessment,  aevelop  low  income  figures,  or  complete 
financial  forms.   They  are  extremely  frustrated  in 
trying  to  coordinate  inter-program  activities  and 
funding  cycles. 

—  Program  staffs  were  complimentea  by  those  interviewed 
for  their  efforts  in  assisting  with  forms  and 
procedures. 

In  light  of  these  concerns,  the  following  recommenoations 
are  offered: 
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RECOMMENDATIONS 

1.  All  programs  shoulu  suppportf  tamiliarize  themselves 
with,  aibttibute  inl-ormation  about  the  Coal  Trust  Funo  bonding 
program  (aaministered  by  DNKC)  which  extenas  the  State's  credit 
to  smaller  bonoing  packages,  up  to  a  total  ot  $250,000,000.   At 
this  point,  local  jurisdictions  are  exempted  from  legal  problems 
that  may  be  involveo  in  this  method  of  bond  sale. 

2.  If  the  proposeo  bill  allowing  the  State  Investment 
Board  to  buy  small  municipal  bonas  (under  $150,000)  passes, 
inform  applicants  of  this  revenue  source, 

3.  Consider  the  provision  of  a  joint  technical  assistance 
staff  person,  perhaps  part-time,  that  coula  give  general 
application  information  and  help  route  the  applicant  to  the 
proper  programs  (a  clearing  house  function) , 

4.  Continue  to  provioe  technical  assistance  under  each 
individual  program  within  each  agency. 

5.  Consiaer  a  fund  to  help  the  truly  needy  communities 
obtain  assistance  in  preparation  of  applications  ana  meet  other 
project  requirements.   Without  this,  the  small  jurisdictions 
will  continue  to  exert  pressure  on  the  agencies  to  change  needed 
evaluations  simply  because  they  (locals)  feel  incapable  of  the 
tasks  involved.   The  criteria  for  receiving  these  funds  should 
be  stringent.   For  instance,  a  funding  match  shoulo  be  required 
ano  the  jurisdiction  shoulo  demonstrate  the  need  for  staff. 
Funding  should  be  contingent  on  an  aaequate  performance  by  the 
person  hired. 
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6.   Workshops  shouio  continue  as  they  are  well  received. 
Engineers  should  be  included  whenever  posible  as  they  are  so 
often  involved  in  various  steps  of  procedures.   Procjrams  could 
cooperate  in  holding  these  workshops  where  there  is  interest  in 
multi-program  funding. 
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SECTION  III 


CONCLUSIONS  AND  RECOMMENDATIONS 
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CONCLUSIONS  AND  GENERAL  RECOMMENDATIONS 


If  the  recommendations  included  herein  appeal  to  the 
involved  agencies,  it  is  paramount  to  consider  which  will  be 
implemented,  and  by  whom.   Some  of  the  recommendations  clearly 
require  patience  and  cooperation,  but  further  imply  that  one  or 
two  people  will  have  to  be  given  responsibility  for  drafting 
recommended  materials. 

With  this  in  mind,  the  following  general  recommendations 
are  made: 

1.  An  interagency  handbook  (as  short  as  possible  ASAP?1) 
should  be  prepared  including  program  descriptions, 
activity  timelines,  a  funding  cycle  diagram,  a 
preapplication,  and  a  more  aetailed  list  of  eligible 
costs  for  each  program. 

2.  A  singular  financial  evaluation  tool  should  be  prepared 
for  all  programs. 

3.  WASACT  should  investigate  the  feasibility  of  an 
environmental  review  form  to  be  used  in  common, 
addressing  both  MEPA  and  NEPA. 
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4.  WASACT  should  determine  what  its  function  should  be^  and 
whether  there  is  adequate  commitment  to  continue.   The 
Consultant  woula  recommend  that  it  has  a  vital  function 
in  providinc)  useful  information  between  programs.   This 
will  be  strengthened  if  some  common  forms  are  used  by 
all  programs. 

5.  Continue  to  provide  information  and/or  funding  for 
workshops  to  the  League  of  Cities  and  Towns,  biACO,   and 
the  Association  of  Rural  Water  Systems.   They  all 
provide  technical  assistance  to  applicants. 

6.  Establish  an  information  depository,  perhaps  at  the 
Dept.  of  Commerce,  for  relevant  bills  and  studies  that 
affect  the  agency  programs. 
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Rules  and  Regulations 


This  MCbon  ol  the  FEDERAL   REGISTER 
contiiins  loyiiiatory  documents  having 
gcncfal  applicability  and  lorj.il  olloct,  most 
ol  which  are  koyod  to  and  codified  In 
the  Code  of  Federal   Rogulatlons,  which  Is 
published  under  SO  titles  pursuant  to  44 
use.    1510 

The  Code  of  Federal   Regulations  is  sold 
by  the  Superintendent  of  Documents. 
Prices  of  new  books  are  listed  In  the 
ftrst  FEDERAL  REGISTER  Issue  of  each 
month. 


DEPARTMENT  OF  AGRICULTURE 
Farmers  Homa  Administration 
7  CFR  Part  1942 

Devalopment  Grants  (or  Community 
Domestic  Water  and  Waste  Disposal 
Systems 

AOENCv:  Farmers  Home  Administration, 
USDA. 

action:  Final  rule. 

SUIMMAIIV:  The  Farmers  Home 
Administration  (FmHA]  amends  its 
regulations  pertaininjj  to  the  method  for 
determining  grant  assistance  for  water 
and/or  waste  disposal  systems.  The_ 
intji.n^ed  effect  of  thia.action.i».lo, 
provide  grant  assistance. tCLConununitlc* 
baJfedjiDjHe  medianiamilyJncumeJn. 
Ihejpplicant  sery icc_  a  rca  as  a  ^ 
percentage  of  thjp_nonmetrjjpQlitaii 
meilian  family  income. oi-tho-State, 
rallietthajLba3ed.oiLiixed  mftJian 
fiiinjixJncQme.calegoueJL  This  action  is 
nncessary  to  estabiifih  a  more  equittble 
method  of  providing  the  greatest  amount 
of  grant  assistance  to  low  income 
communities  that  can  least  afford  w.-iter 
and/or  waste  disposal  services  and  to 
allow  flexibility  to  make  necessary 
median  family  income  adjustments  as 
updated  income  data  bncomos 
available. 

DATES:  Jnniinry  12. 1903.  However. 
grants  proposed  for  iiny  application 
where  the  letter  of  cundiliuns  was 
issued  prior  to  this  etfeolive  diitu  will 
continue  to  be  processitd  undor  the 
regulations  in  effect  on  January  11,  llNU. 

FOR  FURTHER  INFORMATION  CONTACr 

Howard  Henderson,  Loan  Specialist, 
Water  and  Waste  Disposal  [)ivisioii. 
Farmers  Home  Administration.  Room 
632fl.  South  Agricultural  Duilding.  14lh 
and  Independence  Avenue,  SW.. 


Fndcriil    Kct-istirr 

Vul.  4H,  Nu.  a 

Wednesday,  funuury  12.  1983 


Washington.  OC  2f)250,  telephone  (202) 
382-951)0. 

SUPPLEMENTARY  INFORMATION' 

Classincnlion 

I'liis  aclioii  has  bern  revii:wud  undiir 
USDA  prorudiircs  cstdbliBhud  In 
Secretary's  Memorandum  1512-1  which 
implements  Executive  Order  12291  and 
has  been  determined  to  be  nonmajor. 
The  reasons  for  this  designation  are  that 
the  rule  will  not  have: 

(a)  An  annual  effect  on  the  economy 
of  $100  million  or  more;  or 

(b)  A  major  increase  in  costs  or  prices 
for  consumers,  individual  industries. 
Federal,  State,  or  local  government 
agencies,  or  gnographic  regions;  or 

(c)  Significant  adverse  effects  on 
competition,  employment.  inve.stment, 
productivity.  Innovation,  or  on  the 
ability  of  United  States-based 
enterprises  to  compete  with  foreign- 
based  enterprises  in  domestic  or  export 
markets. 

Charles  W.  Shuman,  Administrator, 
Farmers  Home  Administration  (FmHA), 
has  determined  that  the  rule  will  not 
have  a  significant  economic  impact  on  a 
substantial  number  of  small  entities, 
since  FmHA  is  currently  projecting  that 
only  .')50  grants  would  be  made  a  year. 

Clearinghouse  Review 

The  FmHA  programs  and  projects 
which  are  affected  by  this  instruction 
are  subject  to  State  and  local 
clearinghouse  review  in  the  manner 
delineated  in  FmHA  Instruction  1901 -H. 

Environmental  Impact  Statement 

This  document  has  been  reviewed  in 
accordance  with  7  CFR  Part  1901, 
Subpart  C,  "Envirnnmcntal  Impact 
Statements."  It  is  the  determin.ilion  of 
FmHA  that  the  action  does  not 
constitute  a  major  Federal  action 
significantly  aff(!cting  the  quality  of  the 
human  environment  and  in  accordance 
with  the  National  F.nvinmnicntal  Policy 
Act  of  191)9,  IHib.  L.  9l-19t»,  iiii 
llnvirunmcnial  Impact  Statement  is  not 
required. 

Frocrnms  Affected 

CI'DA  No.  10.418.  Water  and  Wasle 
Disposal  Systems  for  Rural 
Communities. 

Background 

The  objective  of  tin;  FmHA  water  and 
waste  disposal  grant  program  is  to 


provide  the  grealest  ;im>)unt  ofprant 

lisrjsliiiiri'  111  li»\v  mro'iii-  (  m     '"iihI  r< 

M     •'   '  I'll   '       !•  f   :ll|i   |l   W.lIlT  IIM   I,  Mf   w  iMtp 

'•i  I  '•■  i'  ■ '  iMii  a  111  iijilcr  to  ri'iliice  user 
i.o  .'.s  III  II  ri'iisunabic  level.  This  present 
melhoil  for  accomplishing  this  goal  la  to 
consider  applicants  for  grant  assistance 
only  when  the  debt  service  portion  of 
the  average  annual  user  cost  exceeds  an 
established  percentage  of  median  family 
income  in  the  service  area.  This 
percentage  varies  depending  on  which 
fixed  median  family  income  category  the 
community  falls  into.  Specifically,  grant 
assistance  will  be  considered  only  when 
the  debt  service  portion  of  the  average 
annual  user  cost  exceeds  the  following 
percentages  of  median  family  income 
(MFI)  in  the  service  area: 

(1)  0.75  percent  when  the  MFI  is  under 
$6,000. 

(2)  1.00  percent  when  the  MFI  is 
$6,000-$!  0,000. 

(3)  1.25  percent  when  the  MFI  Is  over 
$10,000. 

In  no  case  may  FmHA  grants  exceed 
75  percent  of  eligible  project 
development  costs,  according  to 
statutory  limitations.  With  the  reduction 
in  the  water  and  waste  disposal  grant 
program  allocation,  an  equitable  method 
of  assisting  those  communities  most  in 
need  is  essential.  The  grant 
determination  method  described  above 
became  obsolete  as  a  result  of  using 
outdutnd  fixed  median  family  income 
categories  for  determining  the  amount  of 
assistance.  These  fixed  median  family 
income  categories  were  developed 
biised  on  1970  census  data.  When 
FmHA  State  and  District  Offices  were 
instructed  recently  to  begin  using  1977 
updated  census  information  in 
determining  median  family  incomes  for 
communities,  the  substantial  increases 
in  the  median  family  incomes  since  1970 
resulted  in  a  high  percentage  of 
coniniunitics  falling  into  only  one 
calegory,  the  category  that  would 
provide  the  least  grant  assistance.  Thus, 
viiiyiiii>  levels  of  assislaiici;  were  not 
provided  as  effectively  as  had  been 
previously. 

Alternatives 

Mic  major  alternatives  considered 
and  a  brief  evaluation  of  each  are  as 
follows:  , 

1.  Update  the  fixed  median  family 
income  levels  of  the  three  categories 
now  in  use.  The  less  than  $6,000,  $6,000- 
$1().(KX),  and  over  $10,000  could  be 
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in.-rcnnrd  lo  less  llinn  $10,000,  $10,000- 
SlTi.OOO,  and  ovnr  $ir),000.  This 
allernalivc  would  require  prriodic 
updates  ns  income  levels  rose  and 
would  result  in  inequalities  on  nn  iirrii 
by  area  basis  since  national  standards    ' 
are  set. 

2.  Abolish  Ihn  prednni  Rr.'iiil 
dfttjiniiiiiHioi)  fiiKlliud  t.'iilkr(.-ly  iiinl 
substitute  a  similar  system  usi<r  cost 
method.  Using  such  a  method,  Fml  lA 
would  provide  grant  funds  in  an  amount 
necessary  to  reduce  average  annual  user 
costs  of  a  system  to  a  reasonable  level, 
as  determined  by  the  applicable  FmllA 
State  Director.  This  alternative  was 
rejected  because  there  would  be  no 
objective  criteria  to  determine  a 
reasonable  user  rate.  In  addition,  there 
would  be  no  assurance  that  grant  funds 
would  be  directed  to  those  communities 
most  in  need. 

3.  Replace  the  fixed  median  family 
income  categories  with  categories  based 
on  the  median  family  income  in  the 
applicant  service  area  as  a  percentage 
of  the  nonmetropolitan  median  family 
income  of  the  State.  This  alternative 
would  provide  three  levels  of  grant 
assistance  using  identical  criteria  as  the 
present  three-tiered  interest  rale 
structure  for  community  program  loans. 
Thus,  grant  assistance  would  be 
considered  only  when  the  debt  service 
portion  of  the  average  annual  user  cost 
exceeded  the  following  percentages  of 
rncdinn  family  income  (MFI)  in  the 
service  area: 

(a)  0.50  percent  when  the  MFI  of  the 
service  area  is  below  the  poverty  line. 

(b)  1.00  percent  when  the  MFI  of  the 
service  area  is  not  more  than  85  percent 
of  the  nonmetropolitan  median  family 
income  (NMFI)  of  the  State. 

(c)  2.00  percent  when  the  MFI  of  Ihn 
service  is  more  than  85  percent  of  the 
NMFI  of  the  State. 

This  alternative  would  not  need  to  be 
updated  as  median  family  incomes 
change  since  the  categories  are  based 
on  percentages.  However,  it  would  still 
not  ensure  that  grant  assistance  would 
be  delivered  lo  low  Income  communities 
that  can  least  afford  water  and/or  waste 
disposal  services. 

4.  F.stablish  the  same  debt  service 
perccntagns  ns  In  the  first  two 
categories  of  Alternative  3.  hut  prdliibit 
the  use  of  grant  funds  In  any  project 
where  the  median  family  income  of 
service  oren  Is  more  than  O.*;  percent  of 
the  nonmetropolitan  median  family 
income  of  the  State.  With  this 
nllcrnativc.  grant  assistance  would  be 
considered  only  when  the  debt  service 
portion  of  the  average  annual  user  <:()st 
exceeded  the  following  percenlaces  of 
median  family  Income  (MFI)  in  the 
service  area: 


(.i)  0.,'0  pcrccnl  w  hrr.  the  Ml-'I  of  the 
sor\  ice  area  is  below  tlie  poverty  line. 

(b)  too  percent  uliun  the  MFIof  the 
service  area  is  not  more  than  05  percent 
of  the  nonmetropolitan  median  family 
income  (NMFI)  of  the  State. 

(c)  No  FmMA  grant  funds  will  be  used 
in  ;iny  project  when  the  MFI  of  the 
service  area  is  more  than  85  percent  of 
the  MIT  of  the  State. 

This  filternative  would  not  need  to  be 
updated  ns  median  family  incomes 
change  since  the  categories  are  based 
on  percentages.  Moreover,  with  the 
limited  amount  of  FmMA  grant  funds,  it 
would  ensure  compliance  with  the 
Conference  Report  to  the  Omnibus 
Uudget  Reconciliation  Act  of  1901  which 
intends  that  75  percent  of  all  water  and 
waste  disposal  grant  funds  be  used  in 
communities  in  which  a  significant 
percentage  of  the  persons  to  be  served 
are  of  low  income. 

Comments 

A  proposed  rule  based  on  selection  of 
Alternative  4  was  published  in  the 
Federal  Register.  (47  FR  13364)  dated 
March  30. 1982.  During  the  CO  day 
comment  period.  74  letters  of  comments 
were  received.  Eleven  additional  letters 
were  received  later,  making  a  total  of  85 
comment  letters  that  have  been 
considered  in  the  development  of  this 
final  rule.  The  major  issues  contained  in 
the  comment  letters  are  summarized  as 
follows: 

Twenty-nine  commentors 
recommended  another  grant 
determination  formula.  A  grant 
determination  method  other  than  one  of 
the  alternatives  presented  in  the 
proposed  rule  was  suggested  by  15 
commentors.  These  formulas  were 
reviewed  and  found  to  be  too  subjective 
in  nature,  or  would  be  too  difficult  to 
administer.  The  other  14  commentors 
recommended  one  of  the  proposed 
alternative  methods  or  continuance  of 
the  existing  method.  The  limitations  of 
these  alternative  methods  have  already 
been  pointed  out. 

Fourteen  commentors  felt  that  the 
threshold  income  figure  of  85  percent  of 
Statewide  nonmetropolitan  median 
family  income  for  eligibility  for  grant 
consideration  was  too  low.  Suggested 
alternative  threshold  figures  were  100 
percent  and  ^2U  percent  of  Statewide 
nonmetropolitan  medi.in  family  income. 
I  inllA  selected  the  0.0  percent 
thereshold  figure  lo  ensure  that  grant 
funds  would  be  directed  to  lower 
income  communities. 

KIcven  commentors  thought  that  the 
cTiterion  for  asjiessing  nro.d  for  a 
coMiniunity.  median  family  income,  used 
alone  was  inadequate.  Other  need 
factors  were  suggested,  such  as 


unusually  hiph  construction  costs. 
population,  and  other  social  and 
economic  factors.  It  is  fell  that  use  of 
other  need  faclois  would  be  too 
arbili.iry  and  that  objective  criteria 
would  not  be  possible  to  develop. 

Ten  commentors  believed  that  use  of 
the  Statewide  nonmetropolitan  median 
f.iniily  income  ns  a  comparison  against 
coinniunity  median  family  income  would 
unfairly  benefit  certain  States  or  regions 
of  (he  Country.  FmllA  believes  that 
cc)mmunity  needs  can  be  better 
evaluated  against  Stale  standards.  Such 
an  evnlnation  would  be  more  relevant 
and  would  include  any  unique  situation 
within  a  State. 

Seven  commentors  suggested  that  a 
similar  system  rule  be  applied  to 
communities  with  incomes  above  85 
percent  of  the  Statewide 
nonmetropolitan  median  family  income. 
That  is,  if  a  reasonable  user  cost  could 
not  be  provided.  FmHA  could  proceed 
with  a  grant  to  reduce  user  costs  to  not 
below  reasonable  level.  FmHA  believes 
that  such  an  exception  would  become 
the  rule  in  actual  practice,  thus 
circumventing  the  intent  of  excluding 
higher  income  communities  from  grant 
consideration  in  order  to  provide  grant 
assistance  to  the  lowest  income 
communities. 

Five  commentors  believed  that 
eligibility  for  grant  assistance  should  be 
based  on  a  compnrision  of  the 
community's  median  family  income  to  a 
Nationwide  standard  rather  than  the 
Statewide  nonmetropolitan  median 
family  income.  FmHA  believed  the  use 
of  a  Nationwide  standard  creates  unfair 
disadvantages  for  communities  in  Slates 
with  higher-overall  incomes, 
construction  costs,  operating  costs,  and 
living  expenses. 

List  of  Subjects  in  7  CFR  Part  1942 

Community  development,  Grant 
programs — Housing  and  community 
development.  Rural  areas.  Waste 
treatment  and  disposal — Domestic, 
Water  supply — domestic. 

PART  1942-IAMENOEDl 

Accordingly.  I'lnHA  amends  Subpart 
i  I  o(  I'arl  1042,  Chapter  XVIII.  Title  7, 
Code  of  Federal  Regulations  as  follows: 

1.  Section  1912  355  is  amended  by 
adding  a  new  paragraph  (a)(12)  to  read 
as  follows: 

S  1942.355    Grant  llmlUtlona. 

(..)  •  •  • 

(12)  I'ay  any  costs  of  a  project  when 
the  median  family  income  of  the  service   ; 
area  is  more  than  65  percent  of  the 
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nonmelropolitan  median  family  income 
of  the  State. 

2.  Section  1942.356  is  amended  by 
redesignating  poragrnphs  (bK.t)  through 
(b)l7)  to  (b)(4)  through  (b)(8) 
respectively,  by  adding  a  new  paragraph 
|b)(3),  and  by  revising  pnragriiphs  (a), 
(b)(2),  (b)(S),  (b)(6),  and  (b)(7)  to  road  us 
follows: 

1 1942.356    Determining  the  need  for 
development  grants. 

(a)  FmHA  District  Directors  arc 
responsible  for  determining  applicant 
eligibility  for  grants  and  the  amount  of 
such  grants.  Form  FmHA  1942-51, 
"Water  and  Waste  Disposal 
Development  Grant  Summary,"  will  be 
used  to  determine  the  amount  of  FmllA 
grant  assistance  for  which  the  applicant 
qualifies.  A  separate  form  will  be  used 
to  record  the  determination  of  Fml  lA 
grant  assistance  for  each  water,  suwcr 
collection  and  treatment,  solid  waste, 
and  Sturm  drainage  project.  A  copy  of 
each  such  form  along  with  Ihn  Intter  of 
conditions  and  Form  FmHA  1942-45, 
"Project  Summary — Water  and  Waste 
Disposal  and  Other  Utility-Type 
Projects,"  wilt  be  submitted  to  the 
National  Office,  Attention:  Water  and 
Waste  Disposal  Division  by  the  Slate 
Director  not  later  than  the  time  of 
issuance  of  the  letter  of  conditions. 

(b)  •  •  • 

(2)  Ordinarily,  an  applicant  will  be 
considered  for  grant  assistance  only 
when  the  debt  service  portion  of  the 
average  annual  user  cost  for  either 
water  or  waste  service,  for  only  those 
users  in  the  applicant  service  area, 
exceeds  the  following  percentage  of 
median  family  income  (MFI): 

(i)  .5  percent  when  the  MFI  of  the 
service  area  is  below  the  poverty  line. 
The  poverty  line  will  be  that  income 
prescribed  by  the  Office  of  Management 
and  Budget  for  a  nonfurm  family  of  four, 
as  adjusted  under  Section  624  of  the 
Economic  Opportunity  Act  of  1904  (42 
U.S.C.  2971d). 

(ii)  1.0  percent  when  the  MFI  of  the 
service  <iii:<i  is  not  mure  than  05  percent 
of  the  nonmelropolitan  mcdi.in  family 
Income  (NMFI)  of  the  State. 

(iii)  No  I'nillA  giatil  funds  will  be 
used  in  .my  projecl  when  thi;  MM  of  the 
servici:  area  is  niori;  than  B!i  percent  of 
the  NMFI  of  the  St/ile. 

(3)  Tlie  median  family  income  of  the 
service  urci  and  the  nonmetropolitan 
median  family  incor.ic  for  the  State  will 
be  determined  in  accordance  with 
paragraph  (l))(7)  of  this  section.  Except 
as  provided  for  in  paragraphs  (b),  (b)(5). 
and  (b)(6)  of  this  section,  the  grant  will 
not  exceed  an  amount  necessary  to 
reduce  the  debt  service  portion  of  the 


average  annual  user  cost  to  the 
applicable  percent  level  listed  above. 
This  procedure  shall  not  be  used  to 
result  in  a  rate  below  that  deemed  to  be 
rcafionable  as  denned  in  paragraph  (b) 
of  this  section.  However,  an  exception 
to  the  re.isonnble  user  rate  may  be 
authorized  by  the  FmllA  National  Office 
in  accordance  with  paragraph  (b)  of  this 
section. 

(5)  If,  after  applying  the  formula 
described  in  paragraph  (b)(2)(i)  or 
(l))(2)(ii)  of  this  section,  Fml  i  A 
determines  that  a  reasonable  user  cost 
has  not  been  achieved  due  to  unusually 
high  operation  and  maintenance  costs, 
construction  or  water  acquisition  costs, 
or  other  factors,  FmllA  may  proceed 
with  a  grant  in  an  amount  necessary  to 
reduce  the  user  cost  to  not  below  a 
reasonable  level  as  defined  in  paragraph 
(b)  of  this  section.  However,  an 
exception  to  the  reasonable  u.ser  rate 
may  be  authorized  by  the  FmllA 
National  Office  in  accord. nice  with 
paragraph  (b)  of  this  section. 

(0)  If,  after  applying  the  formula 
described  in  paragraph  (b)(2)(i)  or 
(b)(2)(ii)  of  this  section.  FmHA 
deli'rmines  that  a  reasonable  average 
annual  cost  to  the  applicant  for  delivery 
of  service  to  residential  type  users  has 
not  been  achieved.  FmHA  may  proceed 
with  a  grant  in  an  amount  necessary  to 
reduce  such  cost  to  not  below  a 
reasonable  user  rate  as  defined  in 
paragraph  (b)  of  this  section,  provided 
this  option  is  only  available  to  an 
applicant  that  imposes  uniform  user 
charged  for  similar  classes  of  service 
throughout  their  service  area. 
Reasonable  average  annual  cost  to  the 
applicant  is  defined  as  that  which  is  not 
less  than  existing  prevailing  costs  in 
communities,  being  served  by  an 
established  system,  having  similar 
economic  conditions. 

(7)  The  Income  data  used  to  determine 
median  family  income  should  be  that 
which  most  accuratiily  reflects  the 
income  of  the  service  area.  The  service 
area  Is  that  area  reasonably  expected  to 
be  served  by  the  facility  being  financed 
by  FmHA.  The  median  family  income  of 
the  .')ervii;e  iir(M  <ii  lliosi;  reference 
communities  u.sed  in  coinp.iring  llie 
proposed  system  with  similar  Nyslen)S. 
un<l  the  nonmelropolitan  median  f.imily 
income  for  the  State  will  bo  determined 
from  the  U.S.  D(!p.'M'tmfMit  of  Conmiercc. 
Uureau  of  Census.  Publicaliim  PC  (l)-C 
Series,  or  from  unpublished  Bureau  of 
Census  data  for  individual  enumeration 
distiicls.  If  there  is  reason  to  believe 
that  the  census  data  is  not  an  accurate 
representation  of  lliu  median  family 
income  within  the  urua  to  be  served,  the 


reasons  will  be  documented  and  the 
applicant  may  furnish,  or  FmHA  may 
obtain,  additional  infoiniatioii  legarding 
such  median  family  income.  Such 
information  will  consist  of  reliable  data 
from  local,  regional.  State  or  Federal 
sources  or  from  a  survey  conducted  by  a 
reliable  impartial  source.  The 
nonmelropolitan  median  family  income 
of  the  Slate  should  be  updated,  using 
reli.'ibic  data  from  State  or  Federal 
sources  as  such  data  becomes  available. 

(7  U.S.C.  1989;  7  CKR  2.23;  7  CFR  2.70) 

Daled:  December  3,  19S2. 
Flunk  W.  Naylor.  |r.. 

Under  Secretary  for  Small  Community  and 
IXtiml  Development: 

\n  Ooc  83  ai.l  Filed  l-U-«3:l:4Sani| 
aiLLINO  CODE  34t»-07-«l 


CIVIL  AERONAUTICS  BOARD 

14  CFR  Part  389 

lAmdt.  No.  30;  Docket  Nos.  30586.  30S16) 

Fees  and  Changes  for  Special  Services 

Correction 

In  FR  Doc.  83-228.  beginning  on  page 
635.  in  the  issue  of  Thursday.  January  6, 
19B3.  on  page  642.  in  the  third  column, 
correct  line  5  to  read  "1.  The  authority 
for  Part  389  is:" 

BILLING  CODE  1»0$-«1-M 


DEPARTMENT  OF  ENERGY 

Federal  Energy  Regulatory 
Commission 

18  CFR  Part  4 

(Docket  Nos.  RM82-2-000.  RM32-2-001. 
RM82-2-002.  and  RM82-2-003] 

Case-by-Case  Exemption  From  All  or 
Part  of  Part  I  of  the  Federal  Power  Act 
for  Small  Hydroelectric  Power  Projects 
With  an  Installed  Capacity  of  5 
Megawatts  or  Less 

Issiiird:  Uucvinbcr  29,1062. 

AGENCV:  Federal  Energy  Rej'ulatory 
Ciiiiiiiiissioii.  nOF.. 
ACTION:  Order  denying  rehearing, 
denying  leave  to  add  party  on  rehearing, 
and  denying  slay  of  final  rule. 

SUiMMARv:  The  Federal  Energy 
Re<>ulat()ry  Commission  (Commission)  it 
issuing  an  order  that  denies  three 
petitions  for  rehearing  of  Older  No.  255. 
Order  No.  255  is  the  final  rule  amending 
the  definilion  of  "small  hydroelectric 
powi-r  proi(;ct"  to  provide  the  criteria  for 
a  natural  water  feature  project,  a  type  of 
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Roklta  /  A:k*oclates,  Inc. 

8  West  3rd  Street 

P.O.  Box  272 

Hardin.  Montana  59034 

Telephone:  (406)  665-3355 


Program: 


December   23,    1982 


Management  Systems/ Design 
Program  Kesearrh  and 
Development 
hvalualions 
Grant  Wrilin<| 
Planninii 

Impact  Assessments 
Surveys 
Program  Administration 

Jay  Kayne 

9617  Loraine  Avenue 

Silver  Spring,  MD  20901 

Dear  Jay: 

The  following  synopsis  represents  findings  pertinent  to  the  preparation 
of  the  Environmental  Section  of  the  Montana  CD6G  Implementation  manual. 
I  have  included  a  number  of  attachments  for  reference.  I  have  employed 
a  somewhat  historical  approach  to  the  MEPA  analysis  and  then  linl<ed 
that  to  similarities  within  NEPA  and  HUO-ERR  process.  So,  please  bear 
with  what  may  appear  to  you  to  be  a  bit  elementary.  Eventually,  it  all 
should  make  sense. 

MEPA  was  designed  to  be  relatively  consistent  with  NEPA,  and  somewhere 
beyond  intent  and  philosophy.   The  two  laws  are  similar;  however,  in 
terms  of  procedural  implementation  there  are  some  differences.   For  example, 
while  there  is  some  difficulty  tracking  the  history  of  MEPA,  it  seems 
apparent  that  each  state  agency  affected  by  MEPA  is  mandated  to  develop 
"Procedural  Rules"  for  implementation.   Apparently  a  set  of  model 
Executive  Branch  rules  with  minimal  stand.irds  were  developed  and  then, 
each  agency  accepted  or  expanded  upon  those  rules  via  the  Administrative 
Procedures  Act  to  meet  individual  departmental  needs.   While  somewhat 
irrelevant,  it  is  interestinq  to  note  that  neither  the  authority  or 
specific  requirement  to  adopt  procedural  ii-'t^i"  ir»  delinculi.J  wiLliin 
MEPA.   Instead,  the  authority  is  assumed  as  a  result  of  the  need  to 
implement  the  law. 

In  the  procedural  rules  two  distinct  levels  of  review  are  outlined. 
One,  termed  a  Preliminary  Environmental  Review  (P.E.R.)  and  the  other  is 
an  EIS.   Since  the  likelihood  of  dealing  with  the  EIS  process  is  remote 
I'll  confine  subsequent  comments  to  the  PER  and  lesser  levels  of  review. 

The  agency,  not  the  appl leant ,  is  required  to  perform  the  PER,  but 
common  practice  is  to  provide  the  applicant  a  PER  format  (enclosed  DHES 
sample)  and  then  review  the  applicant  statements  for  appl  i  t.ib  i  I  i  ty ,  bias 
accuracy,  appropriateness  and  so  on.   The  reason  I  use  the  term  "applicant" 
is  that  in  most  cases  the  actual  certification  that  an  entity  has  met 
state  law  is  accomplished  by  the  issuance  of  a  permit  and/or  license. 
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They  key  point  in  the  issue  is  to  determine  "when"  MEPA  requirements 
must  be  placed  in  motion.   It  is  common  ihat  a  state  agency  will  not 
consider  taking  any  action  on  a  project  until  all  plans  are   prepared 
and  submitted,  At   which  point  then  a  PER  or  EIS  is  required  depending 
upon  project  impact.   Contrary  to  popular  opinion,  it  seems  the  reason 
the  state  agency  is  required  to  perforin  the  PER  or  EIS  is  not  to 
determine  whether  the  project  complies  with  MEPA,  but  to  provide  a 
basis  for  a  state  agency  action  regarding  the  State's  response  to  the 
projects'  level  of  compliance.   It  is  obviously  a  very  fine  line,  but 
legally  a  critical  point.   Where  the  CDBG  program  is  concerned,  all 
local  grantee/applicant  reasonable  pre-pl jnning/start-up  activities 
prior  to  submission  of  a  detailed  plan  and  clearance  of  environmental 
conditions  appear  to  be  exempt  from  MEPA  and  associated  regulations, 
which  in  the  final  analysis  is  relatively  consistent  with  what  2kZ?K 
58.  S'*  -  Exempt  Activities. 

For  those  projects,  such  as  housing  rehabilitation  and  economic  development 
that  are   not  required  to  obtain  operational  permits,  it  would  seem 
apparent  that  appropriate  federal  regulations  would  be  most  applicable. 
If  overlap  or  confusion  exists  among  state  entities,  the  Montana 
Environmental  Quality  Council  appears  to  have  legislative  authority  as 
lead  agency  to  resolve  problems  and  alter  the  review  process  to  make 
it  consistent  with  MEPA  policy  and  intent. 

Some  agencies  have  no  apparent  procedural  rules  related  to  MEPA  even 
though  depending  upon  the  nature  of  the  project,  they  may  have  a 
jurisdictional  and/or  code  enforcement  interest.   Example:   Building 
Codes . 

It  may  be  a  bit  redundant  to  mention  the  issue  again,  but  we  may  well 
need  to  legally  determine  at  what  point  the  DOC  is  required  to  officially 
react  to  the  potential  grantees  project  and  thus  trigger  the  need  for  a 
PER  or  other  form  of  review.   Since  DOC  doesn't  have  PER  procedures  In 
place  that  may  be  a  mute  point.   There  are  at  least  two  optional  times 
available:   (I)   the  day  the  grantees  wl  1  >.  annOwnccJ  cuuld  Lc:  a    |ioi'>l 
constituting  state  action  or  (2)  the  day  the  final  contract  is  signed. 
To  avoid  the  need  for  the  OOC  to  develop  its  own  "procedural  rules" 
and  if  activities  similar  to  those  exemptions  cited  In  NEPA  are  to  be 
exempted  by  the  state,  I  would  press  for  option  number  two.   By  following 
that  scenario  all  pre-project implementat ion  costs  can  be  allowed  without 
developing  new  rules  and  at  the  same  time  the  ERR  requirements  can  be 
fulfilled  beforea  final  state  level  commitment  is  made.   Thus,  with 
public  utility  projects,  we  would  find  the  following  sequence:   (Note  the 
similarity  to  the  federal  process) 

1.  Grantee  award  notification  made  by  DOC 

2.  Letter  to  incur  limited  cost  issued  by  OOC 

3.  Grantee  solicits  staff,  attends  Environmental  workshop 
and  learns  what  requirements  must  be  satisfied  to  obtain  a 
contract  (note:   grantee  incurs  costs  at  own  risk  should 
contract  not  be  completed) 

A.   Grantee,  having  not  undertaken  any  activity  requiring  a 
state  resonse,  prepared  ERR,  NOITRF,  NONSF,  etc. 


w  v,..iii()i!r   23,     1982 
Ptjijc   Tl)r».c 


5.  Grantee    renxjves  other   pre-conlraclual    conditions    (i.e.    passes 

bond    issues,    meets    federal    and/or   other   state    legal    requirements,    etc.) 

6.  ERR    is    reviewed   by    DOC   and      as   a   stamp  of   clearance    the    DOC 
signs    contract. 

7.  Project    implementation   begins 

8.  Detailed  engineer   accomplished 

9-      Plans   and  E.A.    submitted    to   DHES    (appropriate  bureau) 

10.  DHES  evaluates    plans   and   E.A.    for   MEPA  compliance  according 
to   procedural    rules 

11.  After  all    concerns    resolved   between   grantee   and   DHES,    project 
plan   approved,    permits    issued. 

12.  Project    continuation    -   bidding  awards,    EEO   pre-construci ton 
meeting,   etc.,    etc.,    and    finally   close-out. 

By  way  of   special    note,   while   projects   are   reviewing   their  options, 

as    in   using   the   categorical    exclusion  or  not,    I   would  highly    recommend 

they   simply   construct   an   ERR.      My    rationale    is    simply   that   of    the 

millions   awarded   for   public   facilities    construction  only  one   has   been 

granted  a  categorical    exclusion  by   EPA  and  DHES.      Housing   Rehabilitation 

ay   be   able    to   use   the  exclusionary    rule,    but    if    the   project    intends    to  •     .^, 

rehab  a  structure  over   forty  years  old  or   fails   to  meet  other  statutory  "'^ 

requirements    (I.e.    noise,   wetlands,   endangered  species,   etc),   an  -H^  EA 

must   be  prepared  anyway.      In   all    1  il<.el  ihood,    the  economic  development 

project  will    also  have    to  construct   an   ERR. 

By     way  of   Information   related   to   the   content  of   the   ERR,   depending  ^ 

upon   the  nature  of   the   project,    any   grantee    that   meets   HUD   -   ERR   review 
criteria  will    be  able   to  meet  most  of  HEPA's    requirements.      Actually, 
the    problem   is  not  meeting  MEPA's    requirements,    but    those    listed    in    the 
"procedural    rules"  of   the   governing   agency(s).      Hence,    the   examples 
I    provided   you  by    telephone;    a    required    review  of    the  effect    of    local 
and  state   tax  base,    the   effect  on   access    to  and  quality  of    recreational 
and  wilderness  activities   and   so  on,    are   areas  where  NEPA  and  MEPA  differ. 
It   would  behoove  us   all    to  have   Rich  Weddle,    DOC  Attorney,    the    EQC,    and 
possibly    DHLS    chuck   my    ''opinions".       We    r<  ci  I  1  y    arr    culliiiy    .nmt     new 
administrative   territory  and    I    don't  want   my   perspective   to  send  the    DOC 
in  an  overly  complex  or  misleading  direction. 

In   conclusion,   while    somewhat    ant i -cl Imat i c,    after  all    the    research,    I 
would  offer   that    the    time   that    the   State  must   officially    take   an  action 
is    really    the  key   point  where  MEPA  and   the    procedural    rules  of    the 
Department  with  appropriate   jurisdiction    is   applied.      Therefore   pre- 
planning,   environmental    and  other  administrative  activities   appear  exempt, 
i  f    that    date    is    upon    DOC's    signing  of   an   agreement    and   DOC    doesn't    sign 
the   agreement    until    the   environmental    and  other    restrictions   are    removed. 


.    ^3.    1982 
Pj.ii-    Four 


Secondly,    I    would   suggest    that    the   public    utilities    projects    requiring 
DHES   clearance   permits   and  plan  approval    complete   an   ERR.      Housing 
and  economic   development    projects    should  apply   all    federal    and   state 
governing    laws    required   to   the    project.       If   no   effect    is    deterniined 
they   can    use    the    federal    "categorical    exclu-,  ion"   and    if   determined 
necessary   by    DOC,    prepare  only   a   PER   to  m<-i'i    MEPA  standards.       If 
there    is    an   effect   which    requires    an   on-goinc]   mitigation   process   or 
requires   that    pre-contractual    restrictions    related   to   federal    or 
state    law  be    removed  before   the  project   begins,    then    the   grantee 
should    immediately   prepare   an    ERR. 

In   concurrence  with  your   perspective,    should  any   project    require   an 
EIS,    I    would  suspect    the  cost  of   such   an  environmental    study  would 
potentially  outweijh    the   positive    impacts   of    the   grant   awarded  and 
therefore  be   subject    to   re-evaluation   by    DOC.      For  background    I    am 
including: 

a.  sample   DHES   "procedural    rules" 

b.  sample   DHES   -   PER 

c.  MEPA 

d.  list  of  sources  interviewed. 

Given   the   inordinate   time   required   to  complete   this   task,    I    have  not 
had  an  opportunity   to  review   in  great    detail   your   Section    I    and    II 
narrative.      I'll    do  that   as  soon  as   this   goes    in   the  mail    and  will 
relay  my   comments   by   telephone.      I    think  my  earlier   comments    regarding 
the  need   to  cite    specific   sections  of   federal    and   stat    laws   and/or 
regulations  are   probably   the  most   critical    to   those   sections   at    this 
t  Ime. 

I    hope    this    information  helps.      At    this   point    I    feel    comfortable    that 
the  opinions   and   data    relayed  herein   are    reliable    interpretations, 
positions  and  options    regarding   the    relationship  of  MEPA  to   NEPA  and 
the   grant    process.       If  we   need    legal  opinions   we   should  obtain   them  soon. 

Pleas*'    coiil.icl    ine ,     if    you  have    any    quest  i  <)fi>   or    concern*..       Off  in- 
phone    (^406)   66S-3355;     Home    (<»06  66ii-2639. 


Sincere  I 


Presi  dent , 

Roki ta  Associates,    Inc. 

Enclosures 

cc:      Bobbi    Balaz-^Davis 


APPENDIX  C 


OBSTACLES  IN  MEASURING  FINANCIAL  CONDITION 


State  Qt   the  Act  in  Municipal  Finantfial  Analysis 

Until  the  last  few  years,  specialists  in  the  fieio  ot   local 
government  finance  have  concerned  themselves  primarily  with  the 
issues  of  cash  solvency  and  have  neglected  the  subjects  of 
service  level  adequacy.   In  terms  of  research,  there  has  been 
considerably  more  emphasis  placed  on  the  problems  and  costs 
associated  with  growth,  than  on  measuring  financial  conoition. 

There  are  no  established  standards  for  what  the  financial 
characteristics  of  a  community  should  be.   Attempts  to  develop 
such  standards  using  averages  or  comparisons  have  not  received 
wide-spread  acceptance.   Consequently,  there  is  no  agreement  as 
to  what  constitutes  a  healthy  per  capita  expenoiture  rate,  an 
adequate  level  of  cash  reserve,  etc. 


From:   Draft  Feasibility  Study:  Local  Government  Financial 
Condition  Repotting  and  Analysis  System^  doa,  1982 


An  exception  is  the  investment  community.   Bond  rating 
services  have  been  investigating  tiscal  conoition  for  some 
time.   However,  they  primarily  concern  themselves  with 
debt-carrying  capacity  rather  than  the  broader  issues  of 
adequate  service  levels. 

Intercommunity  Comparisons 

It  is  extremely  difficult  to  compare  data  from  one 
community  to  another.   Each  community   is  unique  in  size, 
geography,  service  functions  and  revenue  and  expenditure 
structures.   For  instance,  some  communities  support  hospital 
facilities,  while  the  majority  do  not.   Others  contract  with 
private  concerns  to  provide  specific  municipal  services,  such  as 
garbage  collection,  fire  protection,  or  in  some  cases,  municipal 
water,  while  most  provide  these  services  internally. 

In  each  community,  the  reported  financial  characteristics 
will  differ  to  the  extent  that  the  types  of  services  differ.   A 
community  which  is  supporting  a  local  hospital  will  certainly 
report  substantially  higher  per  capita  revenue  and  expenditure 
rates  than  a  community  with  a  private  facility,  yet  basic 
services  such  as  police  protection,  or  streets  and  roads  may  be 
relatively  comparable.   These  disparities  in  the  size, 
complexity,  and  function  of  Montana's  communities  make  in-state 
comparisons  extremely  difficult. 


Interstate  Comparisons 

Interstate  comparisons  are  often  used  in  discussions  ot 
public  tinance.   However,  comparisons  of  expenditure  levels 
between  states  must  be  undertaken  with  careful  reservations. 
The  most  significant  problem  in  making  comparisons  is  that  each 
state  is  unique  in  the  way  it  allocates  responsibilities  between 
state  and  local  governments.   Some  states  have  retained  the 
reponsibility  tor  nearly  all  governmental  functions  at  the  state 
level,  while  others  have  delegatea  the  responsibility  for  most 
government  functions  to  local  units.   These  differences  preclude 
simple  interstate  comparisons  of  local  governments. 

The  Economic  Research  Service  of  the  U.S.  Department  of 
Agriculture  is  currently  working  on  a  manuscript  on  local 
financial  indicators  for  use  with  the  date  compiled  by  the 
quinquennial  Census  of  Governments  Reports.   This  infoimtion 
should  enhance  efforts  for  interstate  comparisons. 

Population  Estimates  and  Per  Capita  Measures 

Per  capita  finance  measures  provide  some  basis  for 
comparability  among  Montana  local  governments.   However,  per 
capita  measures  are  dependent  on  accurate  population  estimates. 


The  U.S.  Census  Bureau  has  prepared  annual  estimates  of 
population  and  per  capita  income  for  counties  and  large  cities 
since  the  1940s.   This  series  (P-26)  is  available  on  an  annual 
basis,  but  only  to  the  county  level  for  Montana,  ana  with  some 
time  lag.   Beginning  in  197  2,  the  data  requirements  of  the 
General  Revenue  Sharing  program  resulted  in  the  preparation  of 
census  estimates  for  smaller  communities.   This  series  (P-26) 
provides  population  and  per  capita  income  estimates  to  the  city 
and  town  level,  but  is  not  compiled  annually.   The  most  recent 
estimates  are  for  1977. 

While  Montana  has  never  funded  a  comprehensive  population 
estimation  program,  the  Research  and  Statistical  Services  Bureau 
of  the  Department  of  Administration  does  have  a  regression 
program  that  projects  population  based  on  historical  trends. 
Census  estimates  on  the  other  hand,  are  compiled  by  accessing 
Internal  Revenue  Service  files  and  analyzing  the  changes  in 
Federal  Tax  Statements.   This  methoo  is  generally  recognized  as 
significantly  more  accurate  than  regression  analysis. 

While  comprehensive  estimates  are  available  from  the  1980 
Census,  it  is  questionable  whether  accurate  population  estimates 
can  be  obtained  annually  to  develop  reliable  per  capita 
measures. 


Data  Quality  and  Comparability 

Any  periodic  analysis  of  financial  conditions  can  only  be 
as  good  as  the  aata  it  utilizes,  and  there  are  significant 
problems  in  obtaining  accurate,  comparable  data  from  Montana's 
local  governments.   There  are  three  factors  contributing  to  the 
date  problems. 

Data  Problem  #1:    There  is  no  uniform  reporting  format  for  all 

local  governments. 

Montana's  local  governments  are  currently  using  three 
separate  reporting  formats  -  the  town's  system,  the  uniform 
Budgetary  Accounting  and  Reporting  System  (BARS) ,  and  an 
antiquated  reporting  system  developed  in  1933  for  cities  and 
1917  for  counties.   Cities  and  counties  are  currently  in  the 
process  of  converting  to  the  BARS  system. 

In  addition  to  bringing  most  communities  up  to  generally 
accepted  accounting  principles  (G.A.A.P.)  BARS  is 
reestabilishing  a  uniform  chart  of  accounts.   A  uniform  chart  of 
accounts  is  essential  for  valid  comparisons  among  communities. 
Comparing  one  community's  revenues  with  another  may  be 
relatively  simple  because  of  a  limited  number  of  revenue 
sources.   However,  comparing  expenditures  can  be  extremely 
difficult  if  a  lack  of  conformity  in  reporting  standards  exists. 


For  instance^  the  reporting  of  law  enforcement  expenditures 
by  many  counties  is  inconsistent.   Some  counties  report  pension 
costs  as  part  of  sheriff  expenditures  while  others  report 
pension  costs  separately  and  do  not  allocate  these  costs  to 
individual  programs.   These  variances  in  reporting  practices 
preclude  simple  comparisons.   However,  under  the  BARS  reporting 
format,  all  expenditures  for  law  enforcement  are  reported  by 
function. 

The  town's  system  also  reports  expenditures  by  function, 
but  not  in  the  same  format  as  BARS.   It  utilizes  different 
nomenclature  and  separate  expenditure  and  revenue  categories. 
The  system  was  developed  under  a  federal  grant  in  1972  and  is 
used  by  75  Montana  communities.   It  is  no  longer  within  G.A.A.P. 
conformity  and  is  scheduled  for  update  by  the  Local  Government 
Services  Division  of  the  Department  of  Administration  during  the 
summer  of  1982.   Although  the  town's  system  and  the  BARS  system 
are  different,  relatively  comparable  data  can  be  obtained  with 
moderate  manual  analysis. 

Data  Problem  #2:     It  is  difficult  to  obtain  uniform  historical 

data  from  local  governments  which  have 
converted  from  one  reporting  system  to 
another. 

The  variations  in  the  reporting  practices  between  BARS  and 
non-BARS  communities  are  present  in  a  community  which  has 


experienced  a  recent  system  conversion.   In  most  instances, 
on-site  oata  collection  and  analysis  would  be  required  to  obtain 
comparable  data.   About  60%  of  Montana's  cities  and  counties 
have  already  converted  to  the  BARS  system.   The  process  should 
be  completed  during  FY  84.  When  all  Montana  communities  are 
reporting  under  a  uniform  system,  the  problems  of  data 
comparability  shoula  diminish. 

Data  Problem  #3:    There  are  inconsistancies  in  local 

government  financial  reports. 

The  BARS  system  is  designed  to  be  as  simple  as  possible. 
While  many  operate  this  system  flawlessly,  there  is  reason  to 
believe  that  man^  others  do  not.   As  an  example,  a  small 
northwestern  community  erroneously  added  rather  than  subtracted 
liabilities  from  assets  in  its  annual  report.   Errors  of  this 
nature  limit  the  usefulness  of  the  data  unless  substantial 
reviewing  and  editing  is  performed. 

Data  problems  are  not  confined  solely  to  small 
communities.   A  private  accounting  firm  which  conducted  a  recent 
audit  of  a  large  Montana  city  stated: 

"The  City  had  filed  with  the  Local  Government  Services 
Division  the  required  annual  financial  statements. 
However,  we  were  unable  to  reconcile  many  of  the  items  with 


the  general  ledger  records  of  the  City.  We  found  some 
inaccurate  cash  balances,  funds  not  included,  and  a  portion 
of  the  debt  service  funds  inaccurately  recorded.   During 
the  field  work,  we  discussed  this  matter  with  the  City 
Finance  Officer,  and  by  the  time  we  completed  the  field 
work,  an  amended  report  had  been  filed.   Submission  of 
these  financial  statements  is  required  by  the  State  of 
Montana  Statutes.   However,  the  reports  are  not  useful  to 
either  the  City  or  the  State  unless  they  are  accurately 
prepared.   We  recommend  that  in  the  future  more  care  be 
taken  to  accurately  prepare  the  report  so  that  it  will  not 
need  to  be  refiled,  and  will  reflect  the  correct  amount." 

In  this  instance,  the  community  amended  their  annual 
statement.  Many  communities  do  not  submit  amended  annual 
reports  following  audits. 

One  of  the  goals  of  BARS  was  to  improve  the  quality  and 
comparability  of  local  government  financial  reporting.  Why  then 
do  these  problems  exist  in  communities  which  are  using  BARS? 
There  appear  to  be  two  reasons. 

First,  the  problem  does  not  rest  with  the  BARS  system 
itself,  but  with  a  lack  of  appropriate  system  support.   There 
are  no  on-going  training,  monitoring  or  systems  maintenance 
programs.   When  converting  a  community  to  BARS,  officials  from 
the  Local  Government  Services  Division  provide  on-site  training 


for  local  officials.   However,  once  a  conversion  is  completed, 
with  the  exception  of  answering  brief  questions  by  phone,  local 
officials  are  "on  their  own".   No  funds  have  ever  been  allocated 
for  system  maintenance  or  annual  training.   The  accounting  and 
reporting  system  of  Montana's  towns  is  scheduled  for  update  and 
revision  during  the  summer  of  1982.   Since  no  State  funds  are 
available  for  system  maintenance,  the  implementation  of  any 
improvments  will  be  the  responsibility  of  the  local  governments. 

At  one  time  the  Local  Government  Services  Division  was  able 
to  perform  limited  "desk  audits"  on  the  reports.   Reports  with 
significant  problems  were  returnea  to  the  local  jurisdiction  for 
correction.   Unfortunately,  due  to  realignments  in  priorities, 
desk  audits  are  no  longer  performed. 

Second,  annual  financial  reports  require  considerable  time 
and  resources  from  a  local  government  to  complete.   Although  the 
State  has  been  collecting  the  reports  for  years,  it  has  never 
utilized  the  reports  for  substantial  analysis.   Considering  that 
the  reports  are  not  used  extensively  by  the  State,  and  a  recent 
Montana  study  concluded  that  the  majority  of  local  constituents 
do  not  read  the  documents,  what  motivation  exists  to  prompt 
local  finance  otficers  to  tr  l.o  pain-staking  care  in  their 
preparation? 


If  the  current  financial  climate  continues,  the  field  of 
locax  government  finance  can  be  expecteo  to  become  increasingly 
complex.   It  is  unrealistic  to  assume  that  the  majority  of 
Montana's  small  communities  will  be  able  to  employ  financial 
specialists  to  oeal  with  these  increasing  complexities. 
Therefore,  if  the  quality  of  the  annual  reports  is  to  improve, 
it  may  be  necessary  for  the  State  to  begin  a  comprehensive 
program  to  improve  local  financial  reporting. 
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Loan  Docket  Items  and  Processing  Checklist 
(Public  Bodies) 


Name 


Type  of  Project 


County 


All  appendixes  and  guides  referenced 
are  included  in  FmHA  Instruction  1942-A 
Loans  for  Community  Facilities 

RETAIN  DOCUMENTS  IN  ACCORDANCE  WITH 
FmHA  INSTRUCTION  2033-A 


Form 
Number 

Document 

File 
Pos. 

Responsible  Target 
For  Compli.   Date 

Date 

Reed.    Remarks 

AD-621 

PREAPPLICATION 

3 

Applicant 

A-95  Review  -  Clear- 
inghouse Comments 

3 

Applicant 

FmHA 
449-10 

Applicant's  F.nvironmental 
Impact  Evaluation 

3 

Applicant 

FmHA 
440-4  6 

Environmental  Impact 
Assessment 

3 

FmHA 

194  2-A 
Guides  6-10 

Preliminary  Architectural/ 
Engineering  Report 

6 

Applicant 
Engineer 

AD-622 

Notice  of  Pre- 
appllcatlon  Review 

3 

FmHA 

MT  194  2-A 
•>ibit  A 

Processing 
Check  List 

1 

Applicant 
FmHA 

Applicant's  Certification 
On  Other  Credit 

3 

Applicant 

AD-624 

APPLICATION 

3 

Applicant 

194  2-A 
Guide  5 

Financial 
Feasibility  Report 

8 

Applicant 

FmHA 
442-2 

Statement  of  Budget, 
Income  and  Equity 

3 

Applicant 

FmHA 
442-3 

Balance  Sheet  (Financial 
Statement) 

3 

Applicant 

Income  &  Expense  Statement 
(Past  3  Years) 

3 

Applicant 

Latest  Audit  Report 

1 

Applicant 

Other  Debt  -  Include 
Repayment  Schedule 

1 

Applicant 

Number  &  Type  of  Users  - 
Present  and  Planned 

5 

Applicant 

FmHA 
1942-19 

Agreement  for 
F,nglneerlng  Serv. 

6 

Appl  leant 
Engineer 

'  '>4  2-A 
He  14 

Legal  Services  Agrcemnit 

S 

App 1  leant 
At  tornt-y 

..-lA 
442-10 

Appraisal  Report  WfcW 

H 

I'nillA 
I'.nj'  1  lire  r 

(06-08-82)  FN  838 
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FmHA       Association  Project 
442-14     Fund  Analysis 


FmHA 


Form 
Number 

Document 

File 
Pes. 

Responsible 
For  Gompll. 

Target 
Date 

Date 
Reed. 

Remarks 

FmHA 
194  2-51 

Water  and  Waste  Disposal 
Development  Grant  Summary 

2 

FmHA 

FmHA 
442-43 

Project  Summary  CF 

1 

FmHA 

FmHA 
l^/4;'-4  5 

I'rojpct  Summnry  W&W 

1 

FmHA 

FmHA 

442-7 

Operating  Budget 

3 

Applicant 

Letter  of  Conditions 

3 

FmHA 

FmHA 

442-46 

Letter  of  Intent  to 
Meet  Conditions 

3 

Applicant 

FmHA 
194  0-1 

Request  for 
Obligation  of  Funds 

2 

FmHA 

FmHA 
400-1 

Equal 

Opportunity  Agreement 

6 

FmHA 
Applicant 

FmHA 
400-4 

Assurance  Agreement 

FmHA 
Applicant 

FmHA 
44  2-4  7 

Loan  Resolution 
(Public  Body) 

Applicant 
FmHA 

FmHA 
1942-31 

Association 
Grant  Agreement 

Applicant 
FmHA 

FmHA 

440-34 

Option  to  Purchase 
Real  Property 

Applicant 

FmHA 
44  2-30 

Water  Purchase  Agreement 

Applicant 

FmHA 
442-20 

RIght-of-Way  Easements 

Applicant 

FmHA 
442-21 

RIght-of-Way  Certificate 

Applicant 
Attorney 

FmHA 
442-22 

Opinion  of  Counsel: 
Relative  to  Right-of-Way 

Applicant 
Attorney 

194  2-A 
Guide  2 

Water  Users  Agreement 

Applicant 

194  2-A 
Guide  3 

Service  Declination 
Statement 

Applicant 

Rate  Ord.  -  Rules  and 
Regulat  Ions 

Applicant 
At  tornoy 

CONSTRUCTION 

Plans  and  Documents 

6 

Applicant 
Engineer 

Certification  of  Plans  by 
Dcpt  Health  &  Envlr  Sc 1 

f> 

Appl Icnnt 

Approval  by  Dept  of  Health 
&  Fnvir  Scl  (Clean  Air  and 
Pollution  Control) 

h 

Appl  leant 

Evidence  of  Concurrence 
by  Municipal  Government 

6 

Applicant 

Approval  of  Plans  and 
Specifications 

6 

FmHA 

FmHA 
t*hQ-lk 
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Document 


"^ond  Transcript  Documents 
and  Preliminary  Opinion 


File   Responsible  Target    Date 

Pos.    For  Compll.    Date     Reed.    Remarks 


Applicant 
Bond  Counsel 


CLOSING  INSTRUCTIONS 


OCC 
S      FmHA 


Contract  Approval 
by  OGC 


OCC 
FmHA 


Review  of  Borrowers 
Accounting  System 


FmHA 


Position    Fidelity 
Schedule    Bond 


Applicant 


FmHA 
400-7/8 


Compliance   Review 


FmHA 


F'n.il   Opinion 
RcqiifHtPd   of   f)Cr: 


ImtIA 


194 2-A 
Guide  1 

Interim  Financing 
Arrangement 

1 

Applicant 

Construction  Bid 
Opening 

6 

Applicant 

FmHA 
4  0C-6 

Compliance  Statement 

6 

Applicant 
Contractor 

FmHJV 
424-16 

Record  of  Preconstructlon 
Conference 

6 

FmHA 

FmHA 
4  00-3 

Notice  to  Contractor 
and  Applicant 

6 

FmHA 

FmHA 

424-12 

Inspection  Report 

6 

FmHA 

FmHA 
4  24-7 

Contract  Change  Order 

6 

Applicant 
Engineer 

SF-271 

Outlay  Report  and  Request 
for  Reimbursement  for 
Construction  Programs 

2 

Applicant 

FmHA 
424-18 

Partial  Payment  Estimate 

6 

Contractor 

FmHA 
440-11 

Estimate  of  Funds  Needed 
for  30  Day  Period 

2 

Applicant 

SF-272 

Report  of  Federal 
Cash  Transactions 

2 

Applicant 

FmHA 
440-57 

Acknowledgment  of  Obligated 
Funds  Check  Request 

2 

FmHA 

Date  of  Closing 

All  parties 

Final  Bond  Transcript 
Documentation  &  Opinion 

2 

Applicant 
Bond  Counsel 

Final  Cost  Breakdown 

6 

Applicant 
Engineer 

Evidence  Contractors, 
Consultants  &  Others  Have 
Been  Paid 

6 

Applicant 

Final    Opinion 
Received    of   OCC 


I'mllA 


FmHA 
44  2-4 


District    DlrcctnrK    Report 


•mllA 
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Form  File   Responsible  Target    Date 

Number Document Pes.    For  Compll.    Date Reed.     Remarks 


Chattel  Security  Instrument    I 


(Keep  AH  top  I  torn, ) 


Running  Case  Record 

3 

Evidence  of  Exemption  from 
Federal  Income  Tax 

3 

Credit  Reports 

3 

Records  of  Any  Pending  or 
Final  Regulatory  Legal  Action 

3 

Flood  or  Mudslide  Hazard 
Area  Statement 

3 

Nat  lonal  Historic 
Preservation  Act  Statement 

3 

Certificate  of  Need 

(For  Health  Care  Facilities) 

3 

Environmental  Impact 

3 

Correspondence  (Excluding 
Closing  Instructions) 

4 

Mortgagee  Title  Insurance 
Policy  (May  be  filed  in 
Position  7  If  a  title 
Insurance  company's  services 
are  not  used  for  loan  closing) 5 


Agreement  for  Service 

through  Individual  Facility    5 


Agreements:   Membership  or 
Technical  Services  5 


Certificate  of  Incorporation   5 


Evidence  of  filing  or  sub- 
mitting periodic  report  to 
State  agencies  or  others  as 
required,  to  maintain  legal 


ent  Ity 

5 

Lists  of: 

Officers  and  Directors 

5 

Leases,  Permits,  Asslg 

nments. 

and  other  evidence  of 

cont  ract 

•> 

Purchase  Contract  or 

Agreement 

5 

FmHA  Security  Agreements 

5 

Evidence  that  project 

Is 

consistent  with  compro 

hensive 

area  water  and  sewer  j) 

Inn 

f> 

Insurance  Policies  -  Property 
and  Public  Liability  or 
T)eclaratlon  Page  when  a  master 
policy  is  in  effect  7 


Mortgage  Title  Insurance 
Policy  (May  be  filed  In 
Position  "S  if  a  title 
Insurance  company's  services 
are  used  for  loan  closing) 7_ 


APPENDIX  E 


DEPARTMENT  OF  HEALTH  AND  ENVIRONMENTAL  SCIENCES 
Cogswell  Building,  Helena,  Montana  59601 
(406)449-3946 


PRELIMINARY  ENVIRONMENTAL  REVIEW 


Division/Bureau 


Project  or  Application_ 
Description  of  Project 


POTENTIAL  IMPACT  ON  PHYSICAL  ENVIRONMENT 

Comments  on 
Major   Moderate   Minor   None   Unknown   Attached  Pages 


1.  Terrestrial  &  aquatic 
life  and  habitats 

2.  Water  quality,  quantity 
and  distribution 

3.  Geology  &  soil  quality, 
stability  and  moisture 

4.  Vegetation  cover,  quant- 
ity and  quality 

5.  Aesthetics 

6.  Air  quality 

7.  Unique,  endangered, 
fragile,  or  limited 
envi  roriiiwntal   resources 

8.  Demands  on  environmen- 
tal resources  of  land, 
water,  air  &  energy 

9.  Historical  and  archaeo- 
logical sites 


DHES/ESD-1 


POTENTIAL   IMPACTS  ON  HUMAN  ENVIRONMENT 


1.  Social  structures  and 
mores 

2.  Cultural  uniqueness 
and  diversity 

3.  Local  and  state  tax 
base  &  tax  revenue 

4.  Agricultural  or  in- 
dustrial production 

5.  Human  health 

6.  Quantity  and  distri 
bution  of  community 
and  personal   income 

7.  Access  to  and  quality 
of  recreational  and 
wilderness  activities 

8.  Quantity  and  distri- 
bution of  employment 

9.  Distribution  and 
density  of  population 
and  housing 

10.  Demands  for  govern- 
ment services 

11.  Industrial   &  commer- 
cial activity 

12.  Demands  for  energy 

13.  Locally  adopted  en- 
vironmental plans  & 
goals 

14.  Transpui  tation  net- 
works &  traffic  flows 


Major 

Moderate 

Minor 

None 

Unknown 

Comments  on 
Attached  Pages 

■   —   — 

Other  groups  or  agencies  contacted  or 
which  may  have  overlapping  jurisdiction_ 


Individuals  or  groups  contributing  to  this  PER. 


Recommendation  concerning  preparation  of  EIS 


PER  Prepared  by: 

Hate: 


DHES/ESD^2 


LIST  OF  PERSONS  CONTACTED 


John  Oleruci   FmHA 
Denis  Crawford 
David  Cole   CDBG 
Bobbi  Balaz-Davis 
Mike  Micone  League 
Larry  Curran  CDBG 
Margie  Cough, 
Jack  Vaughn 
Robb  McCracken 
Caralee  Cheney 
Greg  Jackson 

Les  Pederson 
Bob  Braico 

Doug  Smith 
Rusty  Rokita 
Murdo  Campbell 
Ted  Hebnes 
Mike  Alberti 
Dave  Mauthe 
Kevin  Fenner 


Bozeman 

PSC 

Helena 

CDBG 

of  Cities  &  Towns 

Helena 

Consultant,  Cumin  &  Assoc. 

Dept.  of  Commerce 

Dept.  of  Commerce 

DNRC 

Lewis  &  Clark  Co. 

Admin.  Asst.  to  Co.  Comm. 


Marvel  Cale 
Alyce  Kuehn 


DNRC 

Consulting  Engineer, 
Hycrometrics 

Planning  Director 

Rokita  &  Assoc. 

Coal  Board 

FmHA 

Consulting  Engineer,  HKK 

Consulting  Engineer 

Planning  Director, 
Fallon  County 

Town  Clerk 

Town  Clerk 


Helena 

Helena 
Helena 

Billings 

Helena 

Helena 

Helena 

Helena 

Helena 

Helena 

Sheridan  Co. 

Hardin 

Helena 

Bozeman 

Billings 

Baker 

Wibaux 

Ekalaka 


Ray  Wadsworth  Mt.  Rural  Water  Systems  Great  Falls 

Terry  Schultz  City/Co.  Planning  Dir.  Havre 

I      Jake  Neil  Consulting  Engineer  Great  Falls 

Ed  Blackman  Lewis  &  Clark  Co.  Helena 

r.  Accounting  Asst.  to  Co.  Comm. 


LIST  OF  PARTICIPANTS  IN  WATER 

AND  SEWER  AGENCIES  COORDINATING  TEAM 

(WASACT) 

FUNDING  AGENCY 
MEMBERS 

i.  Joe  Steiner 

Wastewater  Construction  Grants  Program 

Montana  Department  of  Health  and  Environmental  Sciences 

Water  Quality  Bureau 

Cogwell  Building,  A-206 

Helena,  MT  59620 

z,49_2A06 

2.  Caraiee  Cheney 

Water  Development  Program  and  Renewable  Resource  Development  Program 

Department  of  Natural  Resources  and  Conservation 

Water  Development  Bureau 

28  South  Rodney 

Helena,  MT  59620 

449-3760 

3.  Dave  Cole,  Bobbi  Balaz-Davis 

Montana  Community  Development  Block  Grant  Program 

Montana  Department  of  Commerce 

1424  9th  Avenue 

Helena,  MT  59620 

449-3757 

4.  Murdo  Campbell 

Coal  Impact  Grants  Program 

Montana  Coal  Board 

Montana  Department  of  Commerce 

1424  9th  Avenue 

Helena,  MT  59620 

449-2400  or  449-2729 

5.  Ted  Hebnes,  John  Olerud 
Community  Facility  Loan  Program 
Farmers  Home  Administration 
Box  850 

Bozeman,  MT  59715 
587-5271 

ASSOCIATED  MEMBERS 

1 .  Mike  Micone 

Technical  Assistance 

Montana  League  of  Cities  and  Towns 

P.O.  Box  1704 

Helena,  MT  59624 

442-8768 


2.  Mike  Stevens,  Doris  Shepard,  Representatives 
Montana  Association  of  Counties 

1802  11th  Avenue 
Helena,  MT  59601 
449-5209 

3.  Don  Dooley 

Local  Government  Services 

Montana  Department  of  Administration 

Local  Government  Services  Division 

801  North  Main 

Helena,  MT  59620 

449-3010 

4.  Bill  Verwolf,  Representative 

Montana  Municipal  Clerks,  Treasurers,  and  finance  Officers  Association 

Mr.  Verwolf 's  mailing  address  is: 

City  of  Helena 

316  North  Park 

Helena,  MT  59623 

449-9920,  EX  412 

5.  Ray  Wadsworth 

Montana  Rural  Water  System,  Inc. 
1824  10th  Avenue  South,  Suite  4B 
Great  Falls,  MT  59405 
454-1151 

6.  Jack  Vaughn,  Robb  McCracken 
Community  Assistance  Program 
Montana  Department  of  Commerce 
1424  9th  Avenue 

Helena,  MT  59620 
449-3757 


